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CHAPTER I. 

VAIUE BEFORE THE SIXTEENTH CENTURY JUST PRICE. 

The Greeks, in common with most ancient peoples, 
had no conception of "- rational laws governing the phe- 
nomena of the distributioll of wealth."' They studied 
humaIl conduct to discover a man's duty, or to ascer- 
taitl what kind of actions constituted noble lives, rather 
tllan to know the ultitnate relations of all actions. 
Their object was practical rather than theoretical, alld 
questions of economic relations were closely conllected 
in their minds with questions of right and wrong, with 
problems of justice. 

In consequence of this attitude the somewhat naive 
conception of value (atta),2 or the worth of a thing, as a 
quality belonging to the thing itself, was not questioned. 
It was commonly held that the price ought to corres- 
pond to this quality, but that it often did not. Plato 
reflects this thought in the statement that, " when a 
man undertakes a work, the law gives hitn the same ad- 
vice which was givetl to the seller, that he should not 
attempt to raise the price, but simply ask the value; 
this the law elljoins also oll the contractor; for the 
craftsman assuredly knows the value of his work." 3 

Even Aristotle, who was more scientific than Plato, held 
tllis same objective conception, but he recognized more 
clearly the infltlence of demand upon value. Atistotle's 

'Cossa, Introd., I27. 

s 'AtZcl also meant xveight, ancR as money was first passed by weight, 
atfa evidently signified the weight in uloney; but it also meant weight 
in the sense of importance, worth. See Liddell & Scott, ss6b zoerbo. 

3 Laws, book xi, ch. 92I; Jowett, vol. 5., p 308. 
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explanation of value is not only interesting in itself but 
of great importance because of its influence upon later 
thought. He discusses the subject almost exclusively 
in connection with exchange. Exchange, he explains, 
is due to the needs of tnen, and arises from tlle circum- 
stance " that some have too little, and others too much." 
In order to be exchatlged, things must be made equal 
to one another, and the resulting equation is an expres- 
sion of value. But value has its basis ila utility. " 0f 
everything which we possess," he says, " there are two 
uses; both belong to tlle thing as sucll, but not in the 
same manner, for one is the proper, the other tlle im- 
proper or secotldary use of it. For exaulple, a shoe is 
used for wear, and is used for exchange; both are loses 
of tlle shoe." 2 If, in this passage, Aristotle does not 
make a clear distinction between value in use and value 
ill exchallge, he gives a basis for suclo distinction. But 
it is significazat tllat he deems use in exchange to be a 
subordinate use. " He who gives a shoe in exchallge 
for money or food to him who wants olle, does illdeed 
use the shoe as a shoe, but this is not its proper or pri- 
mary purpose, for a shoe is not made to be an object of 
barter."3 It is only because of its primary use that a 
shoe can be used in this secondary manner. 

In the Ethics, Aristotle implies that value is expressed 
by the proportion in which things exchange for each 
other. Here he develops llis idea of value as a part of 
the general subject of justice. He has come to that 
form of justice which he calls corrective justice, which 
is justice in private transactions whether voluntary or 
involuntary.4 Voluntary transactions are such as '; sell- 

Politics, book i, ch. g; Jowett, p. I5. 
2Ibid. 

3 Ibid. 
4 Ethics, book v, ch. 7; Welldon, p. I45. 
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ing, buying, leIlding at interest giving security, lend- 
ing witloout interest, depositing money, hiring." 1 In 
volulltary exchallge a person makes a profit if he 
gets more thatl belongs to him. "But when people 
get as the result of exchange exactly what they had at 
the beginning, neither more nor less, they are said to 
have what belongs to them, alld to be neither losers nor 
gaitlers. That which is just, then, ill corrective justice 
is a trlean between proSt and loss. ^ . . It implies that 
the parties to a transaction llave the same amount after 
it as before." 2 

But how is determined the proportion in which things 
are to be exchanged? Aristotle thinks that the prob- 
lem would be easily solved if the labors that produced 
the things were equal, but, he sayst " there is 1lo reason 
why the work of one should llot be superior to that of 
the other."3 "For association is formed, not by two 
doctors, but by a doctor and a husbandman, and geller- 
ally by people who are different, and not equal, and who 
need to be equalized." 4 The result of tlle equalizing 
will be a proportion in which the amounts of tlle goods 
to be exchanged will stand in inverse ratio to the per- 
sons who produced thetn, i.e., " As a husbandman is to 
a cobbler, so is the cobbler's ware to the husbandrnan's." 5 

Io1 this illustration Aristotle thinks of the persons them- 
selves where we sllould think of their services as pro- 
ductive agents.6 But in order to determine the figures 

4 Ethics, book v., ch. 7, Welldon, p. I42. 

2Ibid., book v, ch. S; Welldon, p. I49. 

sIbid.,p.I5I. 

4Ibid.,p. I53 

5 Ibid. 
6 David Parke Ritchie in Palgrave's Dictionary, article "Aristotle, " 

remarks that " We may perhaps make this idea intelligible to our- 
selves by thinking of the amounts to be given in exchange as in the 
inverse raSio to the value of an hour's labour of each producer." 
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of such a proportion, there arises the 1lecessity of a 

"single universal standard of measurement." "This 

stalldard is in truth the demand for mutual services, 
which holds society togetller; for if people haci no 

wants, . . . either there would be no exchallge, or it 

would not be the same as now." 1 Demand finds a sort 
of recognized represelltative in money, which, therefore, 
" is like a measure that equates things, by making them 

commensurable." 2 Thus the delnand which society 
has for mutual services is in Aristotle's view the force 

which determines the values of things and services. The 
money price is the expression of this value. 

This explanation has been commented upon as merely 
an attempt to bring the familiar phenomena of ex- 

changes into accord with the central thought of Aris- 

totle's etl-lical philosophy,3 that virtuous actions follow a 
mean between two extrelues. Justice, i.e., cor- 

rective justice, is a mean between profit and loss. 
That all exchanges were not just exchanges, that all 

prices did not represent that value which fulfilled the 

conditions of corrective justice, he was well aware. 
Money-making by means of exchange, especially by re- 

tail trade, he regarded with great disfavor. He espe- 

cially condemned usury, the breeding of money from 
money.4 

The Romans had no theory of value beyond a general 
cotlception of a degree of esteem (estsonatso), or of an 

equivalence between two things (pretsum), expressed 

by the amount of the price (alsopretsuws). They recog- 
nized that value bore some relation to desire. Cicero, 

speaking of the great price of bronze statues, said: 

' Ethics, book v, ch. 8; Welldon, p. I53. 

2 Ibid., Welldon, p. I54. 

3 Bonar, Philosophy and political economy, p. 40. 

4 Politics, book i, chs. 9-IO; Jowett, pp. I7-I9. 



543] TMalve Before aze SixSett fAt CettS?ry-J?sS Price. 5 

" The only limit to the valtlation of such things is the 
desire which atlyone has for them, for it is dilSicult to 
set bounds to the price unless you first set bounds to the 
wish.''l But in the main they held that the value of 
goods commonly exchanged did not depend upon desire 
but upon what they could sell for, s:e. the price; thus 
Seneca says: " the price of anything is a temporary 
accident; however much you lnay praise your wares, 
they are worth only as lnuch as they will sell for."2 Yet 
he had just said " that some things are of greater 
value than the price which we pay for them." He does 
not explain the difference between these two aspects of 
value. 

The conception of the relation between price and 
value was vague and undefined. Writers upon the law 
describe price as meaning money accepted in payment 
for a thing bought, the emphasis being upon lnoney as 
one of the articles exchanged rather thall UpOIl the 
amount of money accepted. Thus the jurist Paulus in 
describing the origin of sales said: " In early times there 
was no money, and no distinction in language between 
' wares ' and ' price ', but after the invention of money 
the word ' wares ' is no longer used of both the articles 
exchanged, but one of them is called the ' price ' so 
the wares and the price are different things."3 Soule, 
on the basis of passages in Homer, thought that if a 
good was given in payment for a thing bought,4 the good 
might be considered as the price. But Paulus thought 
that such a transaction was not a sale, but a case of 
bartert in which there is no ' price '. 'rhe use of money 
as the price would in time lead to the association 

1 In Verrem, book iv, ch. 7. 
2 De beneficiis, book iv, ch. 25. 
3 Dig., book xviii, tit. i, Q I, 

4 Institutes of Justinian, book iii, tit. xxiii, Q 2. 
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of the concept price with the quantity accepted in 
an exchange. Burthermore the money being in fact 
the quantitative expression of the exchange value of 
the thing bought, there can be little doubt but that 
the Romans, like most people of to-day, did not distin- 
guish between the value which appears in an exchatlge, 
and price, but used the concepts interchangeably. 
Indeed the two ideas were, as already indicated, ex- 
pressecI by the satne term, preZ?Xsn. Prezvon, however, 
does not appear to have been an exact equirralent of the 
modern expression, value-in-exchange; it did not have 
the same technical signiScation. It may be said that 
the Romans apprehended, without colnprehending, 
value-in-exchange. They were not writing treatises 
upon economic collceptions, but were merely ex- 
pressing certain relations which occurred in practical 
life. They did not attempt to discover how prices 
are deterulined. In an award of darnages it was 
necessary to have some guide to a fair price. Btlt Paul- 
us writing on this subject was satisfied with maintain- 
ing tllat the price is a coululon function. He quoted 
Pedius who said that " the prices of things are to be 
detertnilaed neitller with reference to affection nor to 
their utility to single individuals, but prices have a 
comlnon validity, (comon?,lviZer 8sZgZ)X)3. Prices were in 
fact determined by the unrestrained agreement of con- 
tracting parties; how they happened to have a "common 
validity " no Roman undertook to explain. 

Tlle Romans were not dominated, as were the Greeks, 
by ethical conceptions. They did not, like Aristotle, 
seek to know what prices would accord with the prin- 
ciples of justice, nor like the canotlists of later times 
urge that in every transaction a just price should be 

3 Ad legem aquillam, Dig. book ix, tit. ii, Q 33. 
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realized. A rescript of Diocletian permitted a seller to 
recover if tlle thing were sold for less than half its true 
price tzJer?zzlfrez?Xw?>) or value.l This was thought by 
the Christian Fathers to constitute a lionitation upon 
the freedom of contract, and is held by a modern 
authority 2 to indicate sotne intention to regulate price 
according to ethical conceptiolls. But it seems to have 
been intended to apply only ill special cases. The laar 
permitted almost absolute freedom of contract. It even 
went so far as to allow that, as was said by Paulus, " In 
buying and selling a man has a natural right to pur- 
chase for a small price that which is really luore valu- 
able, and to sell at a high price that which is less valu- 
able, and each may seek to overreach the other."3 In 
this quotation and also in the language of the rescript 
there is illdicated a conceptioll of a definite " value ", a 
characteristic of the particular thing, of which the price 
may not be an equivalent. It ma be saicl that the 
Romans apprehended value ill two aspects, viz., personal 
esteem and the esteem of the buying and selling public, 
that the latter was cotnmonly regarded as expressed by 
the pl-ice, but that there was no essential relation be- 
tween price and vallle in the first aspect. 

In Greece and Rome economic activities were sub- 
ordinate to political and esthetic interests, and the 
study of economic problems therefore was sllbordinate 
to the solution of the luore important problems of ethics 
and j urisprudence. There was no investigation of 
economic phetlomenafor their own sake. Yet both of 
these societies had reached a comparatively advanced 
stage of industrial development. Money economy had 

1 Ashley, vol. I, p. 208, n. I9. 

2 Endemann, vol. 2, p. 30. 

3 Quoted by Ashley, vol. I, p. I32; p. 208, n. I8. 
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OIlg been established; tllere was borrowing and lending 
of money; production had become capitalistic; and 
commerce, both foreign and domestic, was active and 
ellterprising. With the barbarian invasions all this was 
changed. Enterprise ceased and the comlnercial life of 
the atlcient world was supplanted by a more primitive 
econortly which was destined to prevail throughout 
EDurope for many centuries. 

The economy of the barbarians was a natural economy, 
" a kind of ecollomy," says Prof. Ashley, uill which land 
was givell for service, service given for land, goods ex- 
changed for goods without the intervention of a cur- 
rency at all." 1 But the economy of the barbarians was 
characterized not only by an absence of money, but also 
by an absence of bargaining. Their society was a 
plexus of personal relationships acquired by birth. 
Each mall was rewarded for his services according to 
the social status into which he had been born; if a serE 
he was entitled ollly to a serf's pay, if a lorcR he was re- 
warded as a lord. The conception of value implied by 
this system is often regarded as a simple labor theory. 
But it must be remembered that the worth of any good 
or service was not thought to be detertnined according 
to the time or ability of the person making the good or 
performing the service, but accordillg to his rank in 
society and the scale of living necessary to lmaintain 
thatrank. That is, the value of the goods or services 
depended upon the social rank of the laborer,2 not on 
their want satisfying power to the user, whicll was not 
thought of except in the broadest and vaguest way. 

Society for many centuries after the barbarian inva- 

1 Economic history, vol. I, p, 43 
2 Cf. Anstotle: " As a husbandman is to a cobbler) so is the cob- 

bler's ware to the husbandman's. " See ante, p. 3. 
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sions was composed of communities which, for the 
most part, were ecollonlically self-sufficient and socially 
independent of each other. Contact with southern 
civilization, however, created a taste for articles of 
luxury which travelling merchants brought to the 
more powerful over-lords, alld there was some trading 
in the necessaries which could not well be pro- 
duced on the manor. Ill a few towns of considerable 
size a trade in food stufls and manufactured articles 
sprang up and was carried on by persons to whom special 
privileges had been granted, but who continued to culti- 
vate the soil. In time there also appeared ill the towns 
handicraftsmen, who lived solely by practicing their 
arts and crafts. 

About the year IOOO a money economy began, here 
and there, to supplant the natural economy. During the 
three following centuries it gradually spread through- 
out all Europe. The customary services and dlles in 
kind in the village communities were comlnuted by the 
over-lords into money payments. The use of a medium 
of exchange which made it possible to produce for a 
market, lead to a diversiScation of employments and 
the development of classes devoted exclusively to some 
one vocatiotl. 

When a natural economy is supplanted by a money 
economy, and producers become specialists, tlle satisfac- 
tion of wants comes to depend, in the first instance, 
upon purchase rather than upon production. That 
is, the individual who wants anything, goes out and 
buys it, instead of sitting down and making it, as under 
a natural economy he would commonly have been 
obliged to do. Thus the importance of buying and 
selling in the daily lives of the people becomes im- 
mensely illereased. It is well known that the ideas 
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of people are often far behind what their circumstances 
would lead one to expeet. Although the change to a 
molley ecotlomy was virtually completed during the 
middle ages, yet the labor theory of value which is 
characteristic of a natural economy remained and influ- 
enced profoundly most of the thought upon tlle subject 
during that period. 

After the development of handicrafts the consumer 
supplied llis lleed of manufactured articles by orders 

: 

upoll the craftstnan's labor. The latter had no capital 
beyond his tools alld shop. The consumer supplied 
the tIlaterials, payint, only for the labor. This system 
prevailed everywhere for the first few centuries and ill 
renlote coulltries throughout the middle ages, so that 
the greater part of the wants of a community were 
satisfied by the labor performed iIl that community. 
Despite the gradually increasing use of a Inedium 
of exchange, society was still far from attaining the 
stage of a money econouly such as we know to-day. 

A circumstance having greater power to modify the 
conception of value, appeared in the developmellt of a 
class of men wllo bought goods in order to sell them 
agaill, the professiollal trader and the foreign tnerchant. 
In foreigIl trade especially, the distance between the 
producer and the consumer was so much increased that 
the service relldered was taken to be that of bringing 
the goods to tlle tnarket,l rather thall that of manufac- 
turillg tllem. The original producer was so far re- 
moved from observatiorl, that no estilllation of value 
accordilag to his social position could be made. 

The colllmutation of services for money payments, 
the growth of handicrafts, the increase of commerce, 
all represetlt an industrial revival which began in the 

' iEndemann, vol. 2., p. 43. 
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IIth century. The Christian theologians, who did the 
thinking for the tniddle ages, had their attelltioll drawn 
to economic matters. The ecclesiastical j urists es- 
pecially, in builditlg up a body of law that should be to 
the churcll what the civil law was to the state, found 
the problern of value forcing itself upon their attention. 
In dealing with ecollomic subjects they were not actu- 
ated by a desire to build up sL science; their object was 
rather to establish rules for the guidance of human 
conduct. They were llot seeking to explaill phenomena, 
but to apply certain principles to existing social con- 
ditions, ill order that hutnan conduct might follow the 
course which seemed to them to be laid out for it by 
divine command.l 

To the Christian teacllers the increase of buying and 
sellillg seemed fraught with great spiritual dallger. 
They had been accustomed to regard the amassing of 
wealth as sin, and had favored an economy based upon 
the common ownership of property. They were favor- 
able to agriclllture, they tolerated manufacture, but 
they condemned trading, for the latter made no new thing, 
but encouraged tlle pursuit of gain for its OWll sake.2 

Yet the great tllinker, Saint Augustine, had seen that 
wealth could not be wholly condemned, and had argued 
that it was permissible for the laity to be rich provided 
they used their possessions for the good of mankind, 
and did not seek excessive wealth for its own sake. It 
was impossible also to deny the advantage o£ commerce, 

1 " It [canonist doctrine] differed from modern economics in being 
an 'art' rather than a 'science,' .... all art indeed in this sense, 
rests on science, but the science on which the canonist doctrine rested 
was theology." Ashley, Economic history, vol. 2, p. 379. 

2 While the schoolmen praised agriculture, they said of manufac- 
ture, "Deo non displicit," but of trade, "Deo placere non potest." 
Quoted by Roscher, Geschichte, p. 7. 
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[55° and as it grew with the opening up of new trade 
routes and opportunities, the conservative position be- 
came more and more untenable. In view of the rapid 
industrial developlnellt wise churchmen recognized that 
the church, if she was to maintain her position as the 
pilot of the people, must steer with the currellt and not 
against it, that she should point out and define the con- 
ditions under which trading might be permissible, and 
not merely condemn it. The problem was two-fold: 
first, to reconcile a progressive money econouly which 
they could not but see was advantageous to mankind, 
with Christian ethics which dwelt upon the spiritual 
danger of wealth and of gain for its own sake; and sec- 
ond, to protect the economically weak against the eco- 
nomically strong. 

In the thirteenth century translations of the works 
of Aristotle began to be numerous, and the teachings of 
this great philosopher began at once to influence the 
thought of the schooltnen. His writings were found to 
lend a powerful support to their doctrines, and were con- 
stantly referred to as authority. Like him the Christian 
theologians believed that a just exchange was one in 
which equal value should be exchanged for equal value. 
Theysometimes speak of value as a degree of esteem, 
sometimes as the attribute of a thing. But in general they 
collceive of everything that is exchanged as having 
some one true value, which is not known through 
individual esteem, but rather through the general es- 
timation of the community. This depends, ill turn, upon 
the labor that has been exerted upon the thing, esti- 
mated in accordance with the social rank of the laborer, 
and the standard of living that belongs with that rank. 
This idea, as we harre seen, was the outcome of the still 
prevailing natural economy, and it was supported by 
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the scriptural text, " the laborer is worthy of his hire." 
Albertus Magnus wellt one step farther, he saw that 
tllere was a social necessity that the laborer should be 
paid his price, since otherwise the product of his toil 
would not continue to be supplied to the community.l 

lthe justification of an exchange was to be found in 
the presence of a just price, which was that price which 
expressed the true value.2 The Christian theologialls 
thought that the prices, especially of articles of every day 
constlmption, should be Exed by the civil authority; but 
as economic relations became complicated it became 
more and more difiicult to recognize the just price; 
how this could be done by those whose duty it was to 
fix the price, was the problem they undertook to solve. 

The most important treatise upon all the economic 
problems that interested Christian philosophers, was 
that contained in the Summa Theologica of Thomas 
Aquinas.3 St. Thomas entered upon these subjects, 
however, not for the guidance of legislators, but because 
he was writing an encyclopedia of all theology destined 
particularly for the instruction of priests. His doc- 
tritles formed the basis of thought after his time and 
mrere much quoted and relied upon as authority. 

Like Aristotle, he includes what he has to say on 
value and price in a treatment of the general subject 
of Justice. When he comes to justice in relation to 
trade, he sets himself the following questiolls to 
answer: I. Whether it is allowable to sell a thing for 
tnore than it is worth. 2. Whether a sale is made un- 

l He said: "Si enim lectorum factor pro lecto non tantum et tale 
accipiat, quantum et quale posuit in expensis, lectum de coetero non 
faciet et sit destructur ars quae lectorum factrix est." Quoted by 
Graziani, Teoria del valore, p. 14. 

2 Endemann, vol. 2, pp. I4, 36. 

3 Written between IX66 and I274. 
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lawful by a defect in the article sold. 3. Is tlle seller 
bound to reveal a fault in an article ? 4. Is it right in 
trade to btly cheap and sell dear ? 1 

The Srst question he answers in the negative: ISt. 
On tlle ground that the thing proposed is against the 
Golden Rule. " But no olle wishes a thing to be sold 
to him for a higher price than it is worth. Therefore 
no one ought to sell a thinC to aIlother for a higher 
price than it is worth." and. That it is unjust in 
itself. "We can speak of buying and selling in two 
ways," he says, "on the olle hand in itself; and on 
this score, buyillg and selling seems to have been 
entered into for the comtnon advantage of both parties, 
since, indeed, one lacks what the other has, and the re- 
verse, as is shown by the Philosopher in I Polit., Chap. 
5 and 6. But what is entered into for com mon ad u 

vantage ought tlot to be more burdensolne to one party 
concerned than to tile otller. Therefore an agreement 
ougllt to be arranged between tllem in accordallce with 
all equality of advalatage. But the value of the prop- 
erty which is useful to man is measured by a price 
given; for this money was inveolted, as is said ill V 
Ethic. And, there-fore, if either the price exceeds the 
value, or conversel the value exceeds the price of the 
thing, the balance of justice is destroyed. And, tllere- 
fore, to sell a tlling dearer or to buy a thillg cheaper 
than it is worth, is, in itself, unjust." Tlle other case 
of buying and selling is where the need of the purchaser 
is so much greater than that of the seller, that he will 
suffer positive injury if he goes without tlle article he 
desires to buy. "In this case the just price will not 
only take in consideration the thing which is sold, but 

1 Summa Theologica, Secunda Secundae, Quaestio ls:xvii. Thomae 
Equinatis Opera Omnia. Antwerp, I6I2, vol. I9, p. I79v 
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the loss which the seller incurs from the sale. And so 
it would be possible lawfully to sell a thitlg for more 
than it is worth in itself, althotlgll it would not be sold 
for onore than it is worth to the olae possessillg it." 
This case is really all exception to the general principle 
already established, vis., that it is unjust to sell a thing 
for more than it is worth. 

Apart from emphasizillg the lnoral nature of the con- 
ception of just price, tTlese quotations from Thotllas 
Aquinas show first, tllat lle assumes tllat everything has 
a true value, a " what it is worth," which is solllething 
belonging to the object itself, and is not necessarily ex- 
pressed by -what it sells for, s:e., its priee; anci second, 
that this wortll or true value is not Tlecessarily the 
estimate wllich either the seller or the buyer, prerrlpted 
by their needs or desires, may ptlt UpOll it. 

Aquinas and the catlonists attached the same tnearling 
to the word price that the term lzad in the civil law; 
that is, they meant by it the onolley givell by a pur- 
chaser for goods obtained from a seller. They saw llo 
necessary correspooldellce bet:weetl value aold price.2 But 
i;E the quantity of money given eqelalled ill value the 
goods purchased, then the price was a jtlSt one atld 
might be said to express the xralue. Tllis laclz of essen- 
tial correspondence betweell value and price was due to 
the character of the conceptioll of value, not to the defi- 
nitiotl of price, xhich however serves to cclst additional 
light upon it. The callonists did not ulean by value 

Quaestio lxxvii, art. 1, Opera, Grol. I9, pp. I79, I80. 

2 This is ShOWIl by the quotation just givell. Aquinas' owll words 
are: " Sed nllllus N ult sibi renl ven(li carius quatll valeat. 
Quantitas autenl rei, quae in usum nominis venit, lnensuratur secun- 
dum pretium daturn, ad quod est inventum Illlulisma, ut dicitur in V 
:Ethic. Et ideo si pretimn vel excedat quantitatetn valoris rei, vele 
converso, res excedat pretium, tolletur justitiae aequalitas. " Quaestio 
lxxvii, art. 1, Opera, vol. I9, p. I79. 
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what a thing would bring in the market, that is, ex- 
change valtle, but some essential characteristic of the 
thing in itself. We have now to see what considerations 
established the worth of a thing in itself or its " true " 
value, as they conceived of it. 

We shall be in a better position to answer this ques- 
tion when we have seen what Thoulas Aquinas thought 
ought to be considered in estiIolating a just price. In 
his treatment of the second question, whetIler a sale is 
tnade unlawful by a defect in the article sold, to which 
the general answer is in the affirmative, he offers as a 
negative argument this: that many dealers are without 
the knowledge necessary to tell the true qualities of 
things. To which he replies: " It must be said, as Au- 
gtlstine said in XI De Civit. Dei (Cap. I6)) that 'the 
price of salable things is not reckoned in accordance 
with the ranlz of nature, since souletitnes one horse is 
sold for ulore than one slave; but is reckoned in ac- 
cordance with the extent to which the things are useful 
to man. Therefore it is not necessary that the seller or 
buyer should know the hidden qualities of the thing 
sold, but only those through wllich it is rendered useful 
to mall, for instance that the horse is strong and runs 
well. These qualities the buyer and seller can easily 
recognize." 1 

To tlle third question, whether a seller is obliged to 
reveal a fault in an article for sale, Aquinas answers 
that a seller may sollletimes keep silent in regard to a 
secret fault provided the purcllaser does not thereby 
suffer an injurar. He then brings up this objection: that 
it is not necessary eLrer to reveal a fault, because some- 
times the price is reduced when there is no fault, as 
when there is an increase in the supply of a commodity. 

1 Quaestio lxxvii, art. ii. Opera, sol. I9, p. I80. 
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To this he replies: "a fault in a thing causes it to 
be at the present time of less value than it appears. But 
in the case cited, the article is expected to be of less 
vallle in the future on account of the arrival of more 
traders whom the buyers are not looking for. Whellce 
the seller who sells his wares at the price which he finds 
current does not seem to act contrary to justice, in not 
making known what is about to happen." " Yet if he 
made it known " St. Thomas adds, " or deducted from 
the price, it would be an act of greater virtue, although 
he would not seem to be bound to do this on the score 
of justice." 1 

In tllese passages Aquinas recognized that both the 
service-giving quality of an article, or its utility,2 atld the 
qualltity offered for sale influence both value and 
price, and he held that the price detertnilled by these 
influences was not unjust, provided that in the transac- 
tion there was no illtention of fraud on either side. He 
had already described just price as the price which cor- 
responds to what a thing is worth, its true value; in the 
last quotation he shows that the just price can be known 
by the price which the seller fillds current on the mar- 
ket to which he brings his goods, s:e., by the coonmon 
estirtlation of what they are worth. But when other 
sellers bring lnore of the same goods and the price falls, 
that also is a just price, but each good has some one 
just price which may vary from time to time, according 
to the circumstallces of the market. Ill another place 
he says, speaking of the restitution for injury done by a 

1 Quaestio lxxvii, art. iii. Opera, vol. I9, pp. I80-I8I. 

s But the utility here referred to is usefulness in relation to an ob- 
jective end. The utility of a thing in relation to individual need he 
has shown to be oftetl in excess of lTalue, "as happens when some 
one needs a thing especially, either for avoiding danger or gaining 
some advantage." Quaestio lxxvii, art. i, Opera vol. I9, p. I80. 
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wrongful price, tllat " the just price cannot always be 
exactly detertnined, but is rather a matter of estionation; 
so that a little added or takell away does not destroy tlle 
balance of justice." ' 

A speciSc statement of the items that ought to be 
consiclered in the estimation of the just price of any- 
thing is given by Aquillas in the reply to the fourth 
question. The first three questions had to do with buy- 
ing and selling where the sellers had themselves pro- 
duced the goods which they ofEered for sale. It is sig- 
nificant of the ecollomy of the time that this case is 
treated of first as the most familiar kind of buying and 
sellillg. The case indicated by the fotlrth question, 
where the seller buys his wares for the purpose of sell- 
ing them, had only lately cortle into prorninence. The 
question whether it is just to buy cheap and sell dear, is 
not so easy to answer as the others, and requires careful 
consideration. Aquinas' reply is a qualified affirmatilre. 
He says, " To trade for the sake of obtaining the neces- 
saries of life is lawful for all; btlt to trade for gain, un- 

less the gain is dastined to some honorable end, is in its 
nature base." The justness of the transaction lies in 
the motive of the trader. Such honorable ends are 
served " when one applies the tnoderate gain which he 
seeks by trading to the support of his household, or 
elren to succoring the poor; or even whell one gives his 
attention to trade for the public welfare, that, indeed, 
his native country may not be without things necessary 
to life; and he seeks the gain not as an end, but as the 
wages of labol.'' One call lawfully sell higher than he 
buys, "either because he has improved the article in 
some respect, or because the price of the article has 
been changed on account of difference of place or time, 

1 Quaestio lxxvii, art. i. 
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or on account of the danver to which lle exposes him- 
self in transferring tl-le article from place to place, or in 
causing it to be transferred." 1 

The transaction being just under these circumstances, 
a price which inclucRes a fair reward for the trader's ser- 
vice would be just. Thus the just price is a price which 
recompenses labor and risk, alld recoups the merchant 
for any expenses that he has incurred in transporting the 
good to market. It is a price that covers all the ex- 
penses of production, and of bringing the article to 
market, but it should not be more than etlougll to cover 
these expenses, it should not include any elelnents of 
pure proSt or gain oll account of a differential advan- 
tage, since the gaill which the merchant is allowed to 
make should be no more than can be properly con- 
sidered as his wages. This gain ought to be tlo greater 
tllan what would accorcl with tlle proper standard of 
lisring for his class in society. 

The idea which ullclerlies the reasoning of Thomas 
Aquinas seems to be that while value is the importance 
attached to things either by illdividuals separately or 
by the community as a whole, the latter only is the 
"true" value that gives the tneasure of the just price. 
Thus the way by wllich the " true " value of goods pro- 
duced at a distance could be known was by ascertaining 
the comtnon estimation of the ionportance of the saule 
goods in the place to which they were brought to be 
sold. Of goods produced at home the true value was 
very well known and was represented by a customary 
price. There was little difficulty in determining the 
just price so long as the prevailing economy remailled 
close to the so called " natural " type, but when such 
complicating agencies as money and middlemen began 

1 Quaestio lxxvii, art. iv, passim. Opera, vol. I9, p. I8I. 
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20 to appear this became difficult, because the true value 
itself or the community's estimate of many things fluct- 
uated and they ceased to have a customary price. 

Moreover, the idea of "true value" was associated 
with the social estimation of the sacrifice required to 
produce things, with the labor that had beell expended 
upon them rather tllan with the satisfaction that would 
be derived from using them. The real worth of a 
thing was thus considered to be eqllal to its necessary 
cost. Aquinas, however, not failing to recognize that 
the useful qtlalities of a good often influence tlle estima- 
tion of its importance and thus help to make the value, 
accords utility a place among the items to be con- 
sidered ill reckoning price, but the main emphasis ill 
his discussion is upon items of cost. This conception 
of cost as related to value had been considerably en- 
larged by the advent of the trader and inlporter, and 
the "true value" of a good brought from afar had 
come to be thougllt equal to a cost that illcluded the 
labor of the merchant, his risks, and his expellses, olle 
of whicll was that of transportation. The ideas of 
Aquinas regarding place utility were not very clear. 
Thus bringing goods from afar was not thought to add 
to their value because a good was more desirable at 
lland tllan at a distance, but because a certain expense 
needed to be recompensed. 

The doctrille of just price gained distinctness and 
definition frotn the discussion of usury. Following the 
teaching of scripture the cllurch had always main- 
tained that it was wrong to take paylnent for the use of 
xnolley, and had forbidden the clergy to accept such 
payments. Later, in the Iath century, this prohibition 
was extellded to tlle laity. Growing industrial activi- 
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ties and better living had no doubt increased the demand 
for loans. 

The prohibition was based not primarily upon the 
reason given by Aristotle that usury was the breeding 
of money from money, but upon the distinctiola be- 
tween " consuorlptibles " and " fungibles." Tlle former 
were those goods that are consumed by using them, as 
food stuff; the latter those which are llOt so consumed, 
as a piece of land, in which case the use could be sepa- 
rated from the good and treated by itself. Money was 
classed with consumptibles; its use was in spending it 
and could not be separated froz-n the thing itself, which 
was conceived to be consutned when the visible coin 
passed from the hand.2 To lend money, therefore, ac- 
cording to Thomas Aquinas,3 was tantamount to a sale, 
and to sell a thing and then demand payment for the 
use of it was unjust, for it was to demand paymellt for 
what did not exist. Tlle fact that a considerable time 
might elapse between the conclusion of the so called 
sale and the payment for the thillg bought by the 
return of the money did not justify an addition to the 
price, for it was said that time was common property, 
and no one had any right to buy or sell it.4 The pro- 
hibition of usury was commonly evaded under the form 
of buying and selling, by giving credit to a buyer or 
permission to a seller to delay the delivery of goods, 

lPolitics, book I, ch. IO; see also Ashley, Econ. hist., vol. I, p. 

I52, eS seq. 

2 " Pecunia autem, secundum Philosophum in quinto Ethicor et in 
primo Polit. principaliter est inventa ad commutationes faciendas; et 
ita proprius, et principalis pecuniae usus est ipsius consumptio, sine 
distractio, secundum quod in commutationes expenditur." Thomas 
Aquinas, Summa Theol. Secunda Secundae, Quaestio lssviii, arte 
i. Opera, vol. I9, p. I82. 

3 Ibid, p. I8I. 

4Ashley, Econ. hist., vol. I, p. I56; Roscher, Geschichte, p. 7. 
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the cotlsideration being in the ISrst case an additioll to 
the presellt price, and in the second, a deductioll. This 
practice was declared to be sinful in a decretal of Alex- 
ander II, iol I I 76, alld agaitl by Urban III, iol I I86.1 In 
order to prevent this evasion of the usury prohibition, it 
became olecessary that the conception of the just price 
and the marks by which it could be knowll should be 
clearly deEned. The writings of the canollists, from 
Thomas Aquinas oll, show that this necessity vtTas well 
understood, and that the writers were well aware how 
easily a desigll to exact usury could be concealed under 
the form of a sale.2 

During the time when the prohibition against the 
taking of illterest was vigorously supported by the 
church there was virtually no capitalistic production, 
and but few opportunities for the profitable investment 
of money. Those who Slad money which they did llot 
wish to use themselves, lost nothing by permittiIlg it to 
be used by others who could give good security for its 
return. Since the original owner lost nothing during 
this tirtle by not having in llis possession that which he 
would not have used if he had had it, the canonists did 
not realize that titne could have allything to do with 
value. The true value of a good was its current value 
in a community, the common estitnation ill which it 
was held. It was derived chiefly from a consideration of 
what the good had cost, of the just and appropriate re- 
muneration for the labor that had been expended upon 
it, that is from the past of the good, from what had 
been put into it, rather than from what was expected 
to be gotten out of it.3 Hence the value of a good that 

1 iEDndemann, Studien, vol. 2, pp. 4, 5. 
2 Ibid., vol. 2,ch. 5, Q I. 

3 C:unningham, Eng. industry and commerce, vol. I, p, 46I. 
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was lent, a " consumptible ", or a sum of money, was its 
current value in the community, the value which it 
had to the lender, not that which it might have to the 
borrower, for on account of his needs it might have 
to hitu a greater value than the currellt value. Hellce 
the conception that to this person a greater sum of 
money or a greater quantity of goods to be paid or7er at 
a future time might be of the same value as a smaller 
amount at the present time, was elltirely foreign to 
canonistic thought. Thlls, as they did llOt realize the 
influence of place on value, no more did they realize the 
influence of time. They did not consider tllat a good 
near the consumer in place and titne is of gl-eater value 
to hion than the like good at a distance from him in 
both place and tilne. 

The practical result of the doctrine of just price was 
the regulation of price by civil authority. This was 
thought to be especially necessary in tlle case of goods 
of common use, while rare articles, as paintings and 
statuary, or articles of luxury, were left to find their 
prices through free competition or local custom.l The 
multitude of laws having for their end not only the 
regulation of prices but of the currency, of weights and 
measures and the qualities of the wares osCfered for sale, 
in fact, " every sort of economic transaction in which 
individual self-interest seemed to lead to injustice," 2 

shows tllat the doctrines of the ecclesiastical teachers 
and legists were very generally accepted throughout 
Europe. 

After the time of Tllotnas Aquinas both foreign and 
internal commerce developed rapidly. Westerll Europe 
became studded with local fairs, at which traveling 

1 Graziani, Teoria del valori, p. 77. 
2 Ashley, Econ. hist., vol. I, p. I8I. 
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merchants, following certain great routes of traffic, stop- 
ped to sell wares brought, perhaps, from far off India or 
China, and with the proceeds to buy goods that had 
been produced in the neighborhood, to carry away in 
their trains for sale at other fairs. Great trading centers, 
such as the Italian cities alld Hanse towns increased in 
nunlber atld importance. In these cities manufactures, 
depending upon foreign trade for the disposal of tlaeir 
products, were carried on upon an extetlsive scale. 
There was everywhere a tendency towards greater di- 
vision of labor and specialization of etnployment, ac- 
companied always by a more exten.sive local traffic. 
This development reacted upon the theologians and upon 
their doctrines. The subjects of value, price, commerce 
and credit were discussed with increasing fullness; the 
earlier doctrilles undergoing considerable modification 
and development.l Some of the more important writers 
were John Nider of Swabia, St. Anthony of Florence, 
and St. Bernard of Siellna. 

The most importallt modification of the earlier doc- 
trine showed itself in the tendency to neglect cost as the 
foundation of true or common value, and to substitute 
utility. Cost, llowever, was still reckoned itl price. This 
tendency was due to increasing supplies of goods coming 
illtO the local market, which were produeed at such a 
distallce that little could be known of the cost of manu- 
facturing them. Therefore the general or social esteem 
ill which they were held was derived chiefly froln the 
serviceable qualities of the goods, and from the desire 
which people had to possess them. Thissocial esteem 
or common value, was suiciently deEnite to be used in a 

1 For some account of the literature of trade and value, see Ende- 
mann, Studien, vol. 2, ch. 5, Q I; and Stintzing, Geschichte, p. 539. 

Also Cossa, Introduction, p. I50. 
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rough way to base the just price upon. But the merchant 
who brought in these goods performed a service for the 
community for which lle should be paid. The social 
esteem or coznmoll value of the goods should be high 
enough to cover this item, or the trade would not be car- 
ried on. The comluon value was held to give, therefore, 
a starting point from which to reckon the just price.l 

As to the formatioll of value, St. Anthonr 2 con- 
sidered that it was due to the interaction of three ele- 
ments. First, tlle general usefulness of a good in satis- 
fyillg wants; this he considered the cause of value. 
Second, its scarcity; this raises the value. Third, that 
quality which renders it more or less pleasing to the 
individual. This in special cases can be the cause of 

* . t 

ncreaslng prlce. 

St. Bernard justified trade on the grounds of general 
utility, of special utility to the one who bought the 
goods, and of particular utility to the merchant on ac- 
count of his profit. tllis profit he maintained was just, 
as the fruit of his industry, diligence alld talent. " Just 
price, " he added, " is what conforms to the valuation 
of the place, that is, to what the subject of a sale is 
commonly thought to be worth at such a time and at 
such a place;"3 and whell one transports goods from 
one place to another he can sell them at the price of 
the last place. Endemann pOilltS out that this circum- 
stance gave the foreign merchant a great advantage 
over the local trader and even opened the door to specu- 
lative gain.4 But it was a logical consequence of the 
doctrine that the just price should be reckoned frou 

1 Endemann, vol. 2, p. 40, et seq. 
2 Summa Theologica. See Graziani, Teoria del valore, pp. I8, I9. 

3 S. Bernadino, Istruzioni morali succitali, pp. I07-II0. See Grazi- 
ani, pp. I9, 20. 

4 Studien, vol. 2, p. 45. 
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the coznmoll value of the place. St. Bernard also 

llamed the items that ought to be considered by public 

authorities in establishing legal prices. These vvere 

the natural utility of the good, its abundance or scarcity, 

the peril, fatigue and industry of those who procured it 

and preserved it and otherwise illconvenienced them- 

selves for the advalltage of others. The retribution for 

personal services, he collsidered, should depend upon 

the character of the services, whether skilled or un- 

skilled, and tlleir dignity.l 
Nider,2 whose treatment of the subject is more ex- 

tellsive and systematic tllatl that of his predecessors,3 

named five pOilAtS which it is necessary to consider in 

judging whether a price be just. First, whether the 

good " is better for human use ", that is, from the point 

of view of the buyer. Second, whether it " is becomillg 

better in the estimation of man", that is, whether a 

general denzand for it is growing. " This might happen 

if it remained unaltered ill quality or even became 

worse; especially if a new and unusual need for it de- 

veloped, as a thing availing against infection since it 

might tllen be very properly sold dearer than at other 

times." In this connection Nider lays down the gen- 

eral principle that goods can be sold only as they are 

esteemed; but then, he says, every seller of a particular 

thing is a suspected judge, so one must heed the esti- 

mation of the generality. Third, protection against 

loss, but ill this case a seller can not raise the price 

above the judgment of the buyers. Fourth, the service 

of the merchants, which Nider takes pains to justify, 

collsidering it as deserving of reward as that of the ar- 

1 GlaZiaIli, p, I9. 

2 He vvnrote Tractatus de contractibus mercatorum, I435. 

3 stintZing, P 543 
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tificer, for " the labor of the one may be just as pleasing 
and desirable to men as of the other." Fifth, whether 
the just price is known througl-l lanv, custom, or 
through cotnmerce. This is probably a reference to 
the tllree kinds of prices all of which existed in Nider's 
time, (I435), namely legal price, customary price, and 
competitive price. Nider finally said that, because of 
these circutnstances, it may IlOt be possible to discover 
the exact just price, and one will have to be satisEed 
with a probability.l 

As a natural consequence of the growth of CoNl- 

merce which increased the number of articles actu- 
ally sold at competitive prices, it becatne less and 
less easy to determine an exact just price; hence 
the canonists were compelled to allow some latitude. 
St. Anthon7 thought the price actllally paid jllSt, pro- 
vided there was llo excess agaiust conscience. And 
Nider thought it was not necessary "to reach an in- 
divisible point of equivalance." The just price might 
be so made up " that a small addition or ditninution is 
not seen to bear against justice." 

Thus tlle main modifications in tlle mediaeval doc- 
trine of value and price after the time of Aquinas were, 
placing greater emphasis upon utility as the cause of 
value, and allowing greater latitude for variation in the 
just price. Just price was that price which paid 
for the labor, the expense, and risk of the lnerchant. It 
could conform to the xalue of tlae good both when de- 
rived from the intrinsic qualities which make it service- 
able, and from the qualities which make it capable of 
satisfying some peculiar fancy or desire. There was a 

lFor a sketch of tlle coIltents of Nider's work see Endemann, 
Studien, vol. 2, pp. 7, 8. See also Zuckerkandl, Theorie des Preises, 
pp. 36, 37 
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fundamental difference between the conceptions of use- 
fulness and desirableness. The former was objective 
and social, the latter subjective and individual. The 
failure to reconcile these two conceptions, to compre- 
hend subjective utility, was not confined to mediaeval 
thinkers, and is, no doubt, responsible for the compara- 
tive lateness of a satisfactory explanation of value on 
the basis of utility. 

This sketch of the conception of value in the middle 
ages is not complete without some account of the ideas 
of the canonists upon the value of money. They re- 
cognized under the general conception of exchange or 
barter three different transactions, namely, the ex- 
change of a thing with a thing, barter proper; of money 
with money, which was cambs?zm or exchange in the 
narrow sense; and finally, of a thing with money, which 
was a sale.l Each was regarded as a complete transac- 
tion in itself, and hence the intertnediary character of 
the last two was completely overlooked. Money 
was thought to have two functions; it served as a 
measure of value, by exchanging in turn for different 
wares; and it became a means of gain to its owner, by 
serving as an object of an exchange. In the lattercase 
it occupied the position of the ware, while the money 
given for it was the price, called the zoalvGa. The can- 
onists, with their view of an objective true value which 
could not be known from subjective valuations, held fast 
to the opinion that when money was used as a medium 
of excllange the value was placed upon it by authority, 
that is, by the power which had the right of coinage. The 
value of money was, therefore, the nominal value of the * 2 colns. 

l Elldemann, Studien, vol. 2, p. II. 
2 Ibid, vol. 2, pp. I72-I99. 
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The determination of the just price of molley in the 
second use was a matter of great importance, first on 
account of the great number of civil powers having the 
rigllt of coinage, and the many differellt kinds of coins; 
and second, on account of the ease with which the 
lending of money for usury might be concealed under 
the form of an exchange. 

The exchange of money for money was regarded as 
exactly parallel to the exchange of goods for money, 
hence the permissibility of a particular case would be 
decided by the same rules. Technically the exchange 
was the barter of the money given by the money changer, 
i.e., the seller, for the zJalvGa, the molley given by the 
buyer. If the zJalvGa was greater than the sum ex- 
changed for it, the excess was characteristically 
justified by the canonists on the ground of the 
labor or trouble to which the exchanger had been 
put to eflect the exchange. His occupation was ad- 
mitted to be serviceable and necessary to society, and 
therefore, deserved a suitable compensation.l No charges 
above this just reward ought to lDe perluitted. There 
ought to be no giving or acceptillg paymellt for credit, 
sillce this would be usury. Tlle trade of the money 
changer, like all other trade, they thought, ought to lDe 
regulated by the civil autllority. 

An exchallge between moneys of diSerent lands was 
known as a real exchange. Tlle exchange between 
moneys of diSerent kinds in different places was con- 
sidered as an extension of the real exchange, and the 
exchanger was entitled to a recompense for the labor of 
transportation as well as for the labor of exchange. 
This latter exchange was usually eflected by means of a 
bill of exchange on a distant place payable in the de- 

1 ELndemann, Studien, vol. I, pp. 2I 1, 2I2. 
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sired kind of coin. There was no actual carrying of 
money, but later canonists collsidered that there was an 
imaginary trallsportation for which the exchanger was 
entitled to recompense.l 

The actual rate of exchange did not follow the noms 
inal value of the coin, but the value of the rnetal. This 
fact led the canonists gradually, as they catne to lay 
greater stress upon objective utility as a basis of the 
naltle of goods, to the view that in the exchange of 
moneys the value of the money was founded upon its 
intrinsic goodness, that is upon the quantity and fineness 
the metal in the coin. 

Roscher ?oints out that the Christian theologians did 
not reach the conception of universal value, or value in 
the abstract; that they did not perceive that although 
material was used up and tools worn away that valut 
retnained, reappearing ill the product; tllat, tllereforet 
they failed to realize tlle nature of capital.2 However 
this may be, they certainly "did not group together 
certain forms of wealth, employed for a particular pur- 
pose, under a general conceptioll or designation." 3 Prof. 
Ashley mailltains that "the absence of any .such conw 
scious grasp of the conception of capital as we lloW 

possess may, indeed, be traced back to the absence of a 
still tuore fundamelltal idea in onodertl economics, the 
idea of exchange-value (or of ' value ' itself in the limit 
ed sense attached to the term by English writers). The 
thitlkers of the middle ages only very gradually worked 
their way from the conception of a nllmber of particular 
things possessing a value-in-use-to-particular-persons, to 
the conception of general exchanging and purchasing- 

1 EOndemann, Studien, vol. I, pp. IIO, III. 

2 Geschichte, p. 7. 
3 Ashley, Sconomic history, vol. 2, pp. 394, 395. 
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power." " The conception of exchange-value " tlle 
same writer continues " could only come illtO existence 
as goods and services began to be increasingly exchanged 
one for another, instead of being made for the onaker's 
OW11 use; as they began to be increasingly reckoned in 
the same measure of value, and thus cotnparison became 
easy; that is, when a ' money ecollomy' sllpplanted a 
' natural ecollomy.' The growth of the conception must 
have followed, and could not precede the growth of the 
fact." " It may be allowed " he acids, " that the thought 
of the canonists in this respect lagged behind the pro- 
gress of circumstances." Tlley were held back by their 
ethical and religious motives and prejudices. Hence, 
other circumstances besides favorable economic con- 
ditions were necessary for a more complete analysis of 
value, and for tlle special developtnent of the conception 
of exchallge value. 



CHAPTER II. 

VALUE IN THE SIXTEENTH AND SEVENTEENTH CENTU- 
RIES. NATURAL VALUE AND BXCHANGE VALUB. 

In the sixteenth and seventeenth cetlturies economic 
questions were no lollger the concern exclusively of 
moralists and writers upon jurisprudence. The general 
substitution of an economy based upon buying and sell- 
ing for that based UpOll personal service, and especially 
the growth of a national economy, gave new importance 
to industrial problems and brought into prominence a 
new class of writers known as empiricists. Whether 
the empiricists dealt with particular economic prob- 
lems, such as are concertled with money, prices, or for- 
eign exchanges, or developed empirical systems and 
discussed politics, the aim of their writings, one and all, 
was to advance the material prosperity of the nation to 
which they belonged. Thus their purpose, like that of 
the canonists, was practical, but their enquiries were 
concerned with the adaptation of means to ends, with 
the discovery and application of remedies for existing 
diEculties, while the medixval moralists had been con- 
cerned only with the distinction betweell what is proper 
and permissible, and what is vicious. In the history of 
value, this difference is of great importance. To the 
canonists no other than an ethical view of the subject 
was possible. The purpose of their lay successors 
called not for a justification, but an explanation, of 
value. The problem is no longer what value should be, 
but what it is. 

It is true that the ecclesiastical writers and moral 
philosophers who treated of value during the period now 

32 
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to be considered, still held to the Aristotelian classifica- 
tion, making economics a part of politics and polities a 
part of ethics. In the systems of ethical jurisprudence, 
basecR UpOIl the conception of natural law, it was neces- 
sary to discuss value and price before passing judgment 
UpOll those contracts which involve exchanges of tllings. 
The spirit and point of view of the churchmen alld 
philosophers that treated value in tllis period were much 
the same as those of their predecessors, the- canollists, but 
were somewhat altered by changed conditions and the 
views of the empiricists. Iqhe recognition of value as 

k involvillg an economic as well as a moral problem, 
marks the most distinct advance. 

The gradual turning of tlle scholastic philosopllers, 
during the later middle ages, from the task of present- 
ing doctrine to that of finding proofs, led to a revival 
of the study of nature, which was at length followed not 
so much for tlle sake of tllese proofs as for its own sake. 
Witll tlliS revival a renewed emphasis was placed upon 
natural law, which was cotlsidered to be a veritable 
branch of jurisprudence and the foundation of positive 
law. It was the law implanted in Inan by God and 
making itself felt through his conscience and reason. 
Grotius derived it from the " appetite " of man for 
societv, by reason of wllich ile " has a faculty of know- 
ing and acting according to general principles," and 
also from God since the social nature of man was of 
divine origin.2 Thus natural law having its origin in 
human nature, a previously established condition, it 
could not be altered by the author of that condition any 
more than he could prevent two and two fronl being 
four. Natural law was conceived to find its sanction 

1 Brdmann, History of philosophy, Q 2I3. 

2 Grotius, De jure belli et pacis, prol. Q 7 e! seq. 

3 
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in itself, since any act was obligatory or unlawful in 
itself, according as it was in agreement or disagree- 
ment with the rational or social nature of man, and 
hence commanded or forbidden by God, the author 
of nature.l The conception of natural law, therefore, 
placed before the miIlds of mell a set of positive rules 
having divine sanction and made known to them in 
thischaracterbythe "dictateof right reason."2 The 
getleral belief in the reality of such law was of immense 
1lsefullless in bringingabout that criticism and recon- 
struction of systems of jurisprudence which constitutes 
the special contribution of these centuries. 

The influence of this conception upon the particular 
subject that we have before us was of great importance. 
It justified what circumstances had increasingly brought 
about, namely, the detertnination of actual prices by 
competitiol1, llot by authority. Natural law did not 
deny but affirtlled tlle old canonist principle that the 
validity of a contract depended upon the principle 
of equality of advantage. But it suggested the infer- 
ence that if two persons, similarly situated, made an 
agreement and both were satisfied, in the very nature 
of the case neitller would suffer ally disadvantage, and 
if the agreement itlvolved a price, that price would not 
be UlljUSt.3 

After touching briefly UpOll the views of some of 
the ecclesiastical moralists which may be considered 
fairly representative of the tllought of the class upon 
value, we will col1sider more at lellgth the views of 

1 Grotius, De jure belli et pacis, book i, ch. I, i IO. 
2 Ibid. 
3 The earlier canonists probably would not have denied this propo- 

SitiOll. They differed from these later writers, however, in believing 
that equality of advantage depended upon objective rather than upon 
subjective conditions. 



573] Mal?e in £he SixGeenZh and SevenSeenGh Cen£?ries. 35 

Grotius and Puffel1dorf, representing the mrriters upon 
jurisprudence, and finally we will consider as representa- 
tive of etnpirical thought the views of the Italians, 
Davanzati and Montanari, and of the Englishmen, 
Nicholas Barbon and John Locke. 

The tendency to justify competitive prices is seen in 
the works of many Italian churchmen of the I6th cen- 
tury. Thus Sabba da Castiglioni upheld liberty of COll- 

tract, althollgh he believed that just and reasonable 
prices for public property should be determined by au 
thority.l Also Buollinsegni, a friar who began life as a 
trader,2 affirmed the existence of laws of trade independ- 
etlt of legislative will. He wrote that if buyers and 
sellers, witlaout fraud or violence, contract freely, it lies 
in the very nature of the case that the price which is 
accepted by both will be just; a thing is worth as much 
as it commonly sells for, that is as uluch as the buyer 
and seller agree llpOll in the absence of fraud or blun- 
dering. The increase or decrease of any price is the 
result of muttlal consideration at the time, of the abund- 
ance or scarcity of the subject of the transaction, and of 
the great or small number of sellers and buyers. 
" Therefore, wllen there is a plenty of buyers, price in- 
creases, and it decreases when there is a multitude of 
sellers." He also considered as legitimate a sale at a 
price somewhat higher when payment is to follow some- 
time after the deAi-rel-w of the merchandise, because if 
tlle buyer accepts the agreement he cannot consider 
himself Ulamag-cd.3 

Somewhat s;znilar language was used by Sig. Scaccia, 
an ecclesiastical jtlrist who, early in tlle seventeenth 

1 Graziani, Teoria del valore, p. 24. 
a Cossa, :tutroduction, ete., p. I54. 
8Tommaso Booninsegnis Della traffich; guisti ed ordinarii, IS9I. 

See GrazianiX pp. 24, 25, 
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century, published an extensive work upon commerce 
and exchange 1 which reflected the tnost advanced views 
of his day; indeedt so liberal was llis thought tllat for a 
time his work rested uIlder the ball of the church, bllt 
was finally declared to contain nothing contrary to 
canon law.2 He maintained that the just price was not 
an indivisible pOillt but had an upper and lower limit; 
that there was a lligllest, a mediutn, and a lowest just 
price. That if prices were fixed by a superior power 
the just price would be " that price in which is included 
the estitnation of the intrinsic good of the thing itself, 
of its abundance, of the expense and labor which is re- 
quired to transport it from olle place to another, also of 
the care and expense which must be employed to pre- 
serve it, and of the risk which the seller assumes in 
acquiring it and in transporting it." But since in the 
absence of a legal price the just and natural price could 
be known only by certain objective features of the trans- 
action, Scaccia offered the following as criteria by 
wllich it could be recognized. " Just price is that price 
which is cotnmotlly sought ill respect to any object by 
one who is not in want, and it is equal to what can be 
c>btained from one not in wallt, who is intelligent and 
knows the condition of the object and llas full age alld 
sound mind.' 3 That is to say3 tllat whenever opposite 
parties, actitlg under conditiolls which insure equality 
of advalltage, agree upon a price, °e ls in the nature of 
things a just price. 

The Reformation} so £ar as ecollomic ttlought is con- 
cerned, brought no inlmediaJce advallcement. It was a 
revolt against the corruption of the Roman- curia, not 

Tractatus de commerciis et cambiis, Roune, I6I8; Ctossa I5I. 
2 Endemann, Studien, vol. I, p. 54. 

3 Quoted by Endemann, Studien, vol. 2, p. 40. See also Zucker- 
kandl, Zur Theorie des Preises, p. 68. 
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against the pllilosophical and ethical teaching of eccle 
siastical writers. In ecoilomic opirlion indeed, it was 
marked by a return to the doctrines of the earlier canw 
onists. Luther thought that wealth was dangerous to 
the spiritual health, but that everyone should be reward- 
ed according to his work or his service. He praised 
agriculture and handiwork and admitted the necessity 
of trade, but he thought it difficult for the trader to 
be without sin, and the most zealous ecclesiastical tnoral- 
ist of the I3th century scarcely rivalled him in invec- 
tives against usury.l 

The religious wars of the I6th century called out 
Grotius' great work upon the relations of nations in war 
and peace,2 in which he maintained that human con- 
duct in war as well as in peace should be subject to the 
law of nature. In his chapter upon contracts he is led 
to consider value. He brings up the subject as a phe- 
nomenon of nature, so that we obtain his conception of 
it from direct statement, and not by inference from the 
discussion of a problem involvin;g the idea of value, as 
in the case of Aquinas and the canonists. He considers 
need the most natural measure of value, i' as Aristotle 
rightly shows," and probably the only measure among 
barbarians, but among civilized peoples the " will of men 
which is the master of things desires many things nlore 
than are necessary," hence de;re is also a measure. 
But " as it comes to pass" that "the most necessary 
things are of small value for their abundance," it hap- 
pens " that a thing is supposed to be of such value as is 
given or offered for it commonly," to which there is 
necessarily a certain latitude. Thus value which is the 
estimation in which a thing is held, varies according 

1 Wiskemann, p. 47 et seq. 
2 De jure belli et pacis. 
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to the common price. " For that common price!" Gro- 
tius continues, " account is commonly taken of the labor 
and expense of the sellers, and it undergoes sudden 
changes according to the excess or defect of buyers, 
money and wares.''l This statemellt though brief is 
significant. Grotius is not thinkillg of the just price, but 
of the currellt price which would be the natural result 
of a comparatively free coulpetition of buyers and sellers, 
and ke rnakes no attempt, as did Scaccia, to idelltify the 
one with the other. 

Grotius was followed by Puflendorf2who denoted a 
chapter of his work, "Of the lSaw of Nature alld of 
Nations," to a much more extensive analysis of value. 
He derives the law of nature frottl the social nature of 
lnan, and hence its lnOSt fundatnental principle is the 
obligation to " protnote and preserve a peaceful sociable- 
ness, whellce all actions which necessarily conduce to 
this mutual sociableness, are commanded by the law 
of llature, and all those on the contraly are forbidden, 
which tend to its distt tbance, or dissolution. " 3 Arrned 
with this criterioll he seelzs to discover wlwat is in ac- 
cordance with and what is agaillst the lamr of nature in 
all departmetlts of human conduct, illelllding, of 
course, that in relation to property.4 

As things that are subject to ownership must often 
be exchanged in order that they may be properly dis- 
tributed among men, " it becomes necessary for men to 
agree upon some common measure, by which things of 
a different nature may be compared together, and made 
equal to one another." This common uleasure he con- 

1 De jure belli et pacis, book ii, ch. I2, 2 I4, 

2 Grotius published in I623, Puffendorf in I672, 

3 Of the law of llature and nations, book ii, ch. 3, p. II5, (02rford, 
I7IO) . 

4 Ibid., book v, ch. I. 
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ceives to be the capacity of things for " having a value 
put upon them." "But since things receive a value, 
not only from their natural substance, but also in re- 
spect to some moral consideration, it follows that be- 
sides the natural, there must also be a moral quantity." 
" This," he says, "we call price, which is the nzoral 
quantity or value of tTiinCs or actions, by whicll they 
are usually compared together in order to trafiick." 
Thus Puffendorf uses the word value in a broader sense 
tllan price, while the latter has the usual meaning of 
value in econotnics. His conceptiotl is tlaat value is at- 
tributed to things and actions by society irrespective 
of exchange. When things are brought together to 
be exchalaged their values are compared. The fun- 
damental cause of value he states as follows: "trhe 
foundation of the price or value of any action or thing 
is, Stness to procure either mediately or immediately, 
the necessaries, or conveniences, or pleasures of human 
life." The explanation which follows shows that his 
thought was chiefly fixed upon utility. He says " hence 
in commoll discourse we call those things that are use- 
less, things of no value; thus the cock in the fable set 
no value UpOll the jewel, because of no use to him.'' 

In entering upon the discussion of wllat causes price 
to rise and fall, Puffendorf notes that the price of a 
thing does not always correspond to the " eminency " of 
its use. "Nay, we generally find the most necessary 
things are cheapest, because by the peculiar providence 
of God nature affords a greater increase of them." 
Accordingly, "that which chiefly raises the price is 
scarcity." The reason for this is because " the ambition 
of mortals esteems tllose tllings most which few men 
have in common with thesn; and, on the other side, 
thinks meanly of those which are seen in the hands of 
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everyone. But generally we set a great value upon 
nothing but what raises us in some tneasure above the 
rank and condition of others; and for this reason 
honours, particularly, are more valuable for being 
scarce." Puffendorf thinks all this proceeds, indeed, 
" from the corruption and pravity of human nature. 
For my goods are llever the worse because others pos- 
sess the like; nor better because others want them. 
He therefore that prides himself in seeing others want 
the good things that he is master of, seems indeed to 
take pleasure in other men's misfortunes." Further- 
more, " it ought to be ranked atnong thie senseless 
opinions of the common people, to value things either 
for their being new, or scarce, or hard to be gottela, or 
brought from far, unless their goodness also and their 
usefulness recotnmend them." In the case of things in 
daily use, especially "such as relate to provision, ap- 
parel and arms," they rise in pricewhen they become 
necessary as well as scarce. "The prices of artificial 
things, besides the scarcity of them, are much raised by 
the neatlless of the art; the reputation of the artificer 
adds credit to some, and others are more valuable for 
the character of their former possessor." " In short, 
the difficulty, the elegancy, the usefulness, necessity of 
the work, the scarcity of workmen, their being masters 
in the art, their not being under a necessity of working, 
all contribute to the raising of the price." 

Thus far PuSendorf has been dealing with the gen- 
eral causes which, if left to themselves, always affect 
prices, and he has shown that these causes act indirectly 
by Erst affecting the dispositions and inclinations of 
men. In a state of nature, therefore, the price of any- 
thing would be whatever the contracting parties should 
agree upon. He next treats of the effect of advanced 
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civilization on prices. In a regular governtnent prices 
are detennined either by " an order from the magistrate, 
or some laws, or else by the common judgment and esti- 
mate of tnen, together with the collselat of the parties." 
The former he calls " legal price ", the latter " 1latural 
price "; the former is fixed " in a point " but the latter 
"admits of some latitucle" "by reason of which it is 
generally divided into three degrees, the lowest or 
favourable, the middle or reasonable, the highest or 
rigorous; within which degrees a thing may be bought 
or sold dearer or cheaper." Alld " that may be said to 
be the just price, which is getlerally agreed upon by 
those who sufficiently understand the market and the 
commodities." " In regulating this natural price " he 
says, " regard is to be had to the labor and expense of 
the merchant in importing and taking care of his 
goods." Risk also should be paid for, and lastly the 
seller should be recompensed for selling at a time less 
favorable to him, or for loss on account of slow pay- 
ment; " for a day is part of the price, which is more if 
paid down upon the nail, than if paid some time after." 
Regard lllUSt also be had for the circumstances of the 
market, for " what sudden and frequent alterations the 
market admits of by rea.son of the plenty or scarcity of 
buyers, money or commodities, is well known." 1 In 
tllis we recognize lnuch that is already familiar in 
canonistic discussions. 

Puffendorf evidently conceives value to be the esteem 
in which a good is commonly held by the com- 
munity. The term rendered by his translator, " nat- 
ural price " is, in the original, pretsum commune, 

which clearly has this meaning. It is distinguished 
from the more general term, ySteSsvs z>?zlgare, which is 

1 Of the law of nature ancR nations, book v, ch. I, passin. 



American Economic As30ciaSz°on. [580 42 

the esteem a ulan ill the state.of nature feels.l He also 
had a definite conceptioll of value as actual capacity or 
power in exchallge, but he applied it to money alone. 
In the frst part of }liS discllssioll lle distinguished be- 
tweell two kinds of prices; pretigm zoglgare and preti?zm 
esinens, by the first meaning the value of goods for 
human 1lse, by the second, tlle value that is set upon 
money. His own words are: "Price may be divided 
into proper (zovZgare) and eminenS, the firsS is SSIaced 
in thsings and sections, so far as they are capable of pro- 
curing either the necessaries, or conveniences, or pleas- 
ures of life: The o/er is placed ill money, which is 
supposed to contain zJirSualfly the prices of all things 
else, and to be tlle common measure and standard of 
them."2 This distinction must not be confoullded with 
that between real and nozninal price, for the term emi- 
nellt price is applied only to money, and means the capac- 
city of money for excllanging for things, or in other 
words the exchange value of tnoney. Because of a need 
of amedium of exchange, " most civilized nations by 
agreement thought fit to set a certain eminent price upon 
some particular thillg, as a measure and standard for the 
price of every thing else; by the help of which one 
lnight procure any salable commodity, and commerce 
tnight be carried on more conveniently." 3 

Puffendorf cotldemns any arbitrary tampering with the 
value of money by snagistrates, sillce the convenience 
of the public depends upon this being kept as nearly 
constant as possible. He sees in land the nearest possil)le 
approach to an uncllangeable standard of value; it is 
capable of being cotnpared with respect to quantity with 
other tllings; "for from it, nlediately or immediately, 

1 Of the law of nature and 1latiotls, p. 368 n. 
2 zbidr., book v, ch. I, 2 3, pp. 368-9. 
3sbid., Q I2. 
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proceeds most things that 11uman life subsists upon. 
And the product of it being one year with another pretty 
equal, it tnay be presumed to have its natural value fixed 
and certain, to which the prices of other tllings, at 
least, of such as have not received their value from the 
luxury or folly of man, are referred to as to a standard." 
Sitlce land is in private hands, the value of money 
" must needs rise, or fall according as it is scarce or 
plentiful, in proportion to land." 1 But Puffendorf also 
points out another cause for a change in the value of 
money with the change in its qtlantity, and this is the 
natural price of the metal of which it is made. '4 For 
since tnetal as to its natural price may be, and often is, 
brought into commerce as well as other commodities, 
its value lnust rise and fall according to the scarcity 
orplenty of it. And the eminent price of money must 
necessarily follow the-natural price of the metals; for it 
is unreasonable that a quantity of silver, considered as a 
comluodity, should bear a very different price from what 
it does when considered as money." 2 This opinion was 
an advarlced one, for most people at that time thought 
that the value3 of moIley was purely conventional, and 
bore no relation to the value of the metal, and that it 
became less or greater only as its quantity became 
greater or less in proportioll to other tllings. 

Puffendorf also shows advance, as did Grotius, in 
treatilzg of value as a phenomenon of nature. His dis- 
cussion of the foundation of value and of what causes it 
to rise and fall are, from the point of view in which 
they are presented, contributions to economic theory. 
But in regard to the determination of value in civilized 

Puffendorf, Of the law of nature and nations, book v, ch. I, 2 I5. 

2 Ibid ., book x, ch. I, 2 I6. 

5 The exchange value, not the " intrinsic " value. See pOS/. p. 5I. 
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middle ages still dominate his thought. His con- 
ception of exchange value and the application of it to 
money alone, is the special characteristic of the value 
theory of the period to which he belonged, a period 
preeminently of transition, during which the function 
of money as an intermediary in exchange was but 
vaguely conceived. 

Turning now to the other class of writers upon eco- 
nomic subjects during this period, the empiricists, who 
were called into prominence by the growth of an eco- 
nomic system based upon exchange, and by a national 
economy, it will be necessary to examine more closely 
these changes in order to appreciate their influence 
upon thotlght. 

As intercourse between peoples increases, industrial 
relations becomes complex. The economic system is 
more and lnore based on exchange. It has been 
said that " the long death struggle of the middle ages t 
began "with the close of the crusades.''l Theywere 
indeed the beginning of a more active intercourse, not 
only between east and west, but among western peoples 
themselves, an intercourse which touched all sides of life. 
The struggle of princes for supremacy, and of church and 
papacy to maintain their authority, the rise of new 
communities, the development of commerce, and the 
general intellectual growth which make the history of 
the next three centuries, were all different phases and 
forms of increasing intercourse which received a second 
grand impulse from the discovery of America. 

The most important as regards our present study 
were the accompanying changes in the modes by which 
wealth was produced and wants satisfied. The economic 

1 :Egrdmann, History of philosophy, vol. I, p. 546. 
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system may be regarded as coulposed of two subordinate 
systems, that of production alad that of regtllation. 
The effect of increasing intercourse upon production 
was to make it capitalistic. There is probably no time 
in the history of human industry when labor is not 
aided by the use of tools or instruments of some sort, at 
least, no time after the primevalr savage found that he 
could hit harder with a stone than with his naked 
hand. But capital in a historical sense and capitalistic 
production are products of an advanced civilization. 
They come gradually into promillence as the wealth of 
a people increases faster than its population, and as its 
tastes become more varied and refined, requiring more 
elaborate methods to produce what will satisfy them. 
The progress of capital and capitalistic production be- 
came rapid during the I6th and I7th centuries. 

Probably no olle thing did more to hasten it than the 
discovery of the silver mines of tlle new world. The 
-influx of new molley rapidly increasing the llleans by 
nvhich wealth is transferred made it more available for 
use in productive enterprises.l The imInediate eflect of 
-the great rise of prices was to put higher profits in the 
hands of those who would be most likely to use any 
.surplus as capital. Not that the total wealth was 
necessarily increased but its distribution was altered in 
such a way that a more rapid formation of capital was 
inevitable. 

During the period before us tlle regulative part of 
-the economic system had been undergoing changes no 
less significant than those taking place in the produc- 
tive part. As production theretofore had been pre- 
vallingly local, all that was needed being for the most 
part produced on the spot and for the particular con- 

' Cunningham, English industry and commerce, vol. 2, p. 77. 
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sutner, so economic control had beell the functioll of 
local organizations and had centered in slnall communi- 
ties having a certain degree of political autonomy, 
such as the village community and the corporate town. 
I+ater, as some of these communities expanded into city 
republics or were included ill territorial principalitiest 
economic control was seen spread out over larger areas 
and concerned with a greater variety of interests; it 
was coming to be conterminous with the llation itself. 
The history of the middle ages is a history of the pro- 
gress of nation states to a position of power and self- 
COllSCiOUS unity; it was inevitable that wllen the proper 
time came economic interests should also be made to 
contribute to national greatness and superiority. This 
Schmoller has ably shown to be the real sigllificance of 
mercantilism. "In its innertnost kernel," lle says, " it 
is nothing but state-making,-not state-making in a 
narrow sense, but state-ulaking and national economy- 
making at the satne time. Tlle essence of tlle system 
lies not in some doctrille of tnoney, or of the balance of 
trade; not in tariff barriers, protective duties, or navi- 
gation laws; but in something far greater: namely, 
in the total trallsformation of society and its organiza- 
tiOll, as well as of the state and its institutions, in the 
replacing of a local and territorial economic policy by 
that of the national state." j 

The expansioll of the system of regulation to 
the territorial limits of the state was rnade possible 
by the expansion of productive methods, alld in 
turn it aided powerfully to develop the economic 
system as a whole. With the substitution of na- 
tional for local markets, industries on a large scale 
became possible. Intercommunication and exchange 

1 The mercantile system, pp. 505I. 
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was facilitated not only by the removal of the 
petty restrictiolls by which local bodies had protected 
themselves from the interfel-ence and competition of 
the outside world, but also by tlle establishment of 
coonmon currencies, common weights and measures, 
postal and banking systems. Interdependence and cozn 
munity of interests was established olrer a vast territory, 
including within itself a much greater variety of in- 
dividual demands tllan was possible in a single local 
centre. 

The great meaning of tllese economic challges is that 
the system of economy based upon exchange became 
established as we know it to-day. Although commerce 
and interlocal trade became ol considerable ionportance 
long before the close of the middle ages, yet it is 
probable that a large portion of the people, especially 
in the lower ranks of life, even so late as the tniddle of 
tlle Isth ceIlttlry, still depended upon the direct per- 
sonal services of their neighbors for the satisfaction of 
most of their everyday wants.l Buying could be done 
ollly oll stated market days or at the local fairs which 
occurred only at wide intervals; the store and store- 
keeper so familiar to us hardly became a colnmon 
feature in economic life until after the Isth ceIltury. 
The industry of the retail dealer and middlenlall, le- 
quiring that capital should be plentifnl and markets 
extensive, was especially the product of later cetlturies. 

The increase of money and its cotnparative cheapness 
after the mines of Potosi began to be worked by the 
Spaniards, had of course an important influence iol pro- 
moting exchange in every day life. This end was also 

' See the account by Prof. Ashley of the develop:nent of a class of 

middlemen in the woollell illdustry, lRcollomic history, 4t, vol. 2, 

p. 20g eX seq. 
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furthered by the use of bills of exchange and banking 
facilities, wllich attained a higil degree of perfection 
during this period. On account of the imrneIlse confus- 
ion growing out of the great variety of coins, money 
dealers had adopted a system of money of account which 
had for its unit an ideal COitl of a specified weigllt ill 
gold, witll which they settled balances among theln- 
selves.l But the national policy which aimed to give to 
the people a currency which should be unifortn through- 
out the nation, did more than anything else to facilitate 
exchanges in the hunlbler walks of life. 

An extensive and coznplicated econotnic system based 
UpOIl exchange would inevitably give rise to a conception 
of value as exchange power. It would seem that any 
person in possessioll of goods had only to oSer them for 
sale to possess a certain number or quantity of any other 
goods that lle might want, and the power of obtaining 
other goods whicll tlle possession of certaitl goods be- 
stowed on him would be associated in his mind witll the 
goods tllemselves as their excllange value. Money was 
the first good to acquire exchange value and it was a 
long time before the collceptioll- of mutual exchange- 
ability was attached to other goods in the same degree. 
The tnediaeval manner of regarding the exchanges of 
goods with money, and of money with money, as final 
transactions, continlled to wield a subtle inlquence upon 
the judgment, and the full force of the meaning and 
place of money as a tnedium of exchange was scarcely 
comprehended until well illtO the I8tll century. 

Tlle position of money as having purchasing power 
par excelEe^ce, as is well known, was the source of some 
of the most important features in lnercantile policy. 

1 Handbuch des Handelsrechts, p. 3I2, article " Goldschmidt ". 
Endemann, Sttldien, vol. I, p. I82. 
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While wealth was not considered as has often been 
erroneously asserted, to consist only of money or the 
precious metals,l yet the quantity of tlle precious olletals 
in circulatioll in a country was held to be the indes of 
its wealth and its prosperity. "Goldand silverX' said 
Locke. " though tiley serve for a few, yet they command 
all the conveniences of life, alld therefore, ill a pletlty of 
them consists riches." 2 Hence, it was held that a country 
in order to grow richer should take care to prevent the ex- 
portatioll of its molley or to draw ill as much as possible 
from foreign countries. The former policy, which was 
at first the more important, afterwards partially gave 
way to the theory that if money were exported ill coln- 
merce it would bring in more lnoney provided a balallce 
favorable to the nation exporting it were secllred on 
eacll series of transactions. Thus said Thomas Mun: 
"The ordinary tneans therefore to increase OU1 wealth 
and treasure is by foreigll trade, wherein we Inust ever 
observe this rule; to sell more to strangers yearly than 
we consume of theirs in value. For in this case it 
cometh to pass in the stock of a kingdom, as in the ess- 
tate of a private man." 3 As a private individual to 
grow rich mtlst be careful to spend less each year than 
his income, so, it was held, a nation must buy less in 
value from other Xlations than it sells to them. 

The service of mercantilism to economic theory is not 
so much ill the doctrines it actually developed or that 
may be drawn from its practice, as irl the illdustrial ex- 
periences it made possible. The experiellces growing 
out of the commercial policy which are chiefly idelltified 
with mercantilism and which were of undoubted in- 

1 Ingram, History of political economy, p. 37. 
2 Cotlsiderations of the lowering of interest, Works vol. ii, p. 9. 
3 England's Treasure by forraign trade, pp. 7, 8. 

4 
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fluence llpOil ideas, were still of less importance than 
those growillg out of the extension of industrial peace 
and comparative freedom to larger areas and between 
greater nurnbers of interests; and out of larger concep- 
tions of ecollomic Ullity and social prosperity. It was 
the observation of the manifold industries of his native 
KirlSaldy, their mutual relations alllong themselves and 
the lnutual relations of tourn and country tllat taught 
Adam Smith the elements of political econozny. 

Yet we must guard against picturitlg to ourselves any 
great advance in the direction of local freedoln of trade 
under the mercantile systenl. The lnediaeval notion 
that if ill trading one party gained more than his legiti- 
mate wages he did so at the expellse of the other, still 
held sway over ordinary minds and influenced the policy 
of legislators. 011 the other hand people were beginnillg 
to see tllat the guidance of self interest was necessary to 
enterprise and to the prosperity of the nation. Thtls to 
guard the people against the merchants' greed for profit 
many old restrictions were retained, and to encourage 
the developlnent of industry in those directions which 
seemed to nake most for national prosperity, inducements 
were offered that had indirectly tlle effect of restrictions 
UpOll the less esteemed industries. In order that nations 
might llave goods to export for the goods and money of 
foreign llations, manufactures were encouraged at the 
expense of agriculture, and manufactures for the foreign 
market at tlle expense of those for the home market. 

Although the subject of value received on the whole 
scant treatment by the empirical writers of this period, 
and tllis is especially marked wllen we consider the vast 
number of monographs, essays and tracts that make up 
its econoluic literature, there was a conceptioll of value 
that was tacitly accepted and often referred to in more 
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or less distinct terms ill xvritings oll such other subjects 
as rllolley, coinage arAd trade. 

Ill the coznmoll tllought of the people this conception 
scarcely differed from that of the canonists, whose prac- 
tical judgments they accepted. It was objective, i.e., 

value was tllought of as if it were a property of eolll- 
modities. There were two killds of value, intrinsic 
valtle, wllich corresponded to true value as collceived by 
the canonists; alld value, witllout qualifyillg adjective, 
which meant price, the two tertns being used inter- 
changeably. This distinction appears in a statement of 
Molltchretiell de Vatteville, -ho said, in reply to a state- 
ment Illade in regard to the high prices which had fol- 
lowed the influx of gold and silver from Alnerica, " that 
the essential value of merchandise is uncharlgeable, not 
the acciclental price, wllich clepends on many things for 
tnore or less.''l He maintained that there was no pro- 
portion betweell the prices of tllings ancl the quantity of 
molley. Tlle intrinsic value of money was understood 
to be equal to that of the metal it contained, and the de- 
basemellt of the coinage was depreciated; but many of 
the satne writers also held that the exchange value of 
molley was determined by the goverllment stamp, alld 
went so far as to concede the propriety on the part of a 
prince of lowerillg the intrinsic value if he should be in 
unusual need. 

It was llpOll the conception of exchange value or price 
as sotnethillg within the control of arbitrary power, as 
well as upon the superior iinportance attached to money, 
that the doctrines of the mercantile scllool restecl. But 
deeper reflection, a strollger naental grasp of the subject 
of money in all its relatiolls, and of commerce, not un- 
frequently led to all analysis of exchange value as having 

Traicte de l'oeconomie politiqrle, p. 257. 
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[59° a natural cause, and to a construction in broad outlines 
of a value theory. In this work the Italian writers are 
especially important; they saw that value derives its ex- 
istence not from the goods themselves but froul their 
relation to human need. Thus Giovanni Peri, a mer- 
chant, and a contemporary of Scaccia, wished that the 
price paid for the subject of a purchase might be equal 
to the value of it, Ineaning by value not a physical 
quality of the thing but the esteem in which it is held 
because of its capacity to serve human needs.l Peri 
does llot seem to have a conception of exchange value9 
since he distinguishes between the price of the thing 
and its value. But later we find this conception ap- 
pearing with considerable definiteness, almost replacing 
the value-in-use of the micidle ages, which, however, 
remains, in popular conception as illtrinsic value. But 
the more acute thinkers were well aware that the con- 
ception oLE an unchangeable intrinsic value was false. 
They also disregarded cost as an element in determining 
the magnitude of exchanCe value, accounting for it 
rather by the relations of utility and need. The reason 
for this llo doubt lies in the fact tllat they regarded 
their subject from the standpoint of exchange and 1lot, 
as did tlle canonists frozn the standpoillt of production, 
but the callonists had no conception of excllange value, 
they were concerned only with collerete prices. 

One of the earliest Italian writers of importallce was 
Bernardo Davanzati, who like Peri, was a merchant. 
His little book publislled in I588, was entitled I+essons 
upon Money ;2 and his object in writing it was to show 
the harm that corlles from debasing the coinage. In 
this book3 he asserts that the price or exchange value 

' Graziani, Teoria del valore, p. 28. 

2 Lezione della moneta. Scrittori classici, tomo ii, Milano, I804. 

3Ibid., pp. 3°-35- 
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of goods bears no proportional relation to their natural 
qualities. Money also he claitns does not derive its 
purchasing power from the natural qualities of the 
metals of which it is composed, but from the agreemellt 
of people to employ thetn as instruments of exchange. 
He illustrates this principle as follows,-" An egg," he 
says, " the price of which may be half a grain of gold, 
sufficed to keep the count Ugolino alive in the 's ower 
of Famine for eleven days, whilst all the gold of this 
world would not have been sllfiicient."1 "What is of 
more importance to life than wheat ? Yet ten thousand 
grains of wheat sell for a grain of gold. How happens 
it, then, that things by nature so valuable are worth so 
little gold? And according to what principle does it 
happen that one thing is worth so much more than 
another ? ) 2 This he explains substantially as follows: 

that all the things in the world which men desire 
with which to satisfy their wants in order that they 
may be happy, are in the aggregate equal in value to 
all the money, i. e., gold, silver and copper, which is in 
circulation, because men by common consent have 
agreed to exchange the metals atld the commodities 
with each other. Thence it follows that the amount of 
money which any given thing is worth bears a pro- 
portion to the whole amount equal to the proportion 
svhich the happiness it is capable of procuring bears to 
the whole happiness of a people. Passing over the 
value of goods in money, this explanation evidently 
contains the idea that the values of goods relatively to 
one another depend upon the happiness they are capable 
of procuring, or, as we would say, upon their subjective 
utilities. Davanzati does not dwell upon this con- 

' Lezione della moneta, p. 3I. 

2 Ibid.,p.32s 
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ception; it is quite evident that he was far frotll com- [592 

prehending its iInportance. 
He passes on to show that an exact mathematical ex- 

pression of the relative values of goods is an impossi- 
bility; since to arrive at it would require the considera- 
tiOtl of a variety of circumstances quite beyond the 
power of man to include in one calculation. But he 
shows that they are roughly expressed in the prices at 
whicll things are actually bought and sold, and therefore 
the mercllant is the best judge of them. Ill the illustra- 
tions which follow, Davanzati brings forward two killds 
of circulnstances which affect values, the quantity of 
goods in relation to the rleed for them, and special de- 
sirable qualities. " A disgusting thiIlg is a rat," he 
says, " but ill the siege of Casalino one of them was 
sold for zoo florins on account of tlle g-reat scarcity, 
and it svas not dear because he who sold it clied of 
hunger and he who bought it escapecl." " VasesX 
painting, statues, pictures and other merchandise are 
bought at excessive prices by onen of pride because 
they find so great a part of their beauty in tlle fact that 
they are worth so much gold. Silnilarly the metl of 
Peru exchanged at first for pieces of gold a nlirrorX a 
needle and a bell, because these new and ularvelous 
things made lnore display. and they found nlore happi- 
ness in them than ill tlle gold which abouncled." 1 
Thus Davanzati in a rough way presellts the conception 
that utility is a function of quantity and desirabil- 
ity. It is significant of the real importance of 
Davanzati's conception, that the utility UpOll which 
value depends in his theory is not objective but sub- 
jective, it is the capacity for producing happiness from 
the side of tlle llature of man and not from the side of 

1 Lezione della moneta, pp. 34, 35. 



593] Value in the Sixteenth axd SezJenteenth Centgries. 55 

the natural qualities of the object, that he has in view. 
'rhus the difference between his position and that of 
the Austrian econotnists is even less than would at first 
seem to be the case. Yet there is no comparison be- 
tweell the two, or rather they bear tlle relation to each 
other that a vague opinion bears to an extended scientific 
analysis. 1 

Geminiano Monts nari, writing on money nearly a 
century after Davanzati,2 gave a similar explana- 
tion of value, but it was worked out itl much greater 
detail. His book 3 was probably written with much 
the same purpose, for he praises the illvention of money 
which has made the whole world as one city, since any 
man who has money can buy anything he needs in any 
part of the globe. Money, he claitns, measures the 
quantities of all things, even our desires and passions. 
It is a measure of desire because the amollnt that we 
spend for a thing corresponds to our appetite for it. 
But, he explains, money can onlv be regarded as the 
appropriate measure of things that are finite, it cannot 
measure the insatiable desires of the avaricious. As 
money measures desires so desires become the measure 
of money and of value. For the support of this last 
proposition Montanari appeals to the authority of 
Aristotle, who tnaintailled that tlle universal measure 
of value is the wants of people wllich find a coznmon 
representative in money.4 Therefore the desires of 
men measure the values of things to whicll money 
ought to conform; from which it follows that desires 
or wants measure the value of money no less than of 

1 On Davanzati, see also Graziani, Teoria del valore, pp. 30, 3I, and 
Zuckerkandl, Theorie des Preises, pp. 46, 47. 

2 About I680. 

3 Della moneta. Sclittori classici, tomo iii, Milatlo, I 804. 

4 Ante p. 4. 
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things, and z>sce zJersa, money measures wants and de- 
sires no less than it measures the values of things. 
Montinari evidently means that desires, tnoney, and 
things, bear such a relation to each other that whatever 
decides the position of one determines that of the others. 
Whence he is led to support the proposition of Davan- 
zati, that the tnass of goods in exchange varies in value 
with the actual amount of money in circtllation, so that 
if there were no change in the quantity of goods, a 
change in the amount of money would be followed by a 
change in prices.2 This somewhat crude statement of 
a quantity theory of money, taking no accouut of 
rapidity of circulation, was no doubt suggested by the 
phenomenotl of rising prices that followed the influx of 
American treasure. 

Having established this theory to his satisfaction 
Montanari next takes up the questiool of the relative 
values of goods.3 Given the quantity of money, what 
decides the values of particular comtnodities ? The 
general answer is their scarcity or abundance. But 
how does the scarcity or abundance of commodities de- 
cide their value ? Montanari thinks that the explana- 
tion is plain and notorious, yet nevertheless it will help 
the understaolding to give it some attention. " I under- 
stand a thing to abound," he says, "not when as a 
matter of fact there is a great quantity of it absolutely, 
but when there is a great abundance of it in relation to 
the need, esteem and desire which men have for it."4 
In this setlse scarcity renders any commodity precious 
and abundance renders it cheap. Thus " given the 

Della moneta, ch. 2, p. 40 et seq. 
2Ibid., 45 
3 bids, ch. 3 
4 Ibid., p. 59 
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amount of money in circulation, to change the esteem 
that men have for things changes price, it becoming 
higher if desire increases, ancl lower if the goods fall 
into disfavor." 1 These quotatiolls show that Monta- 
nari uIlderstood in a general way that exchange value 
is determined by personal valuations, but he tnakes no 
attetnpt to explain the details of the process. That a 
personal valuation is dependent UpOll the subjective 
utility is also implied in his explanation. fIe takes 
soone pains to establish the proposition that wants must 
be interpreted as meaning not ollly the lleeds of men, 
but also their desires, and that therefore the same law 
controls the values of the necessities and the luxuries 
of life. He maintains that this was Aristotle's naean- 
illg.2 However this may be, Montanari has here taken 
a position which is essential to a scielltific explanation 
of value from want-satisfyirlg-power or utility. That 
position was not reached in the rniddle ages because of 
the inability of medixval thought to rise above the 
particular. Want then meant only lack of a necessity; 
lack of a luxury was another thing and quite difEerent. 

The depetldellce of esteem upon fashion and other 
external circumstances is set out at considerable length 
by Montanari. Of these the most influential are the 
desires of princes. "There is no power," he .says " to 
change suddenly the prices of things in the world so 
great as the esteem in which princes hold them. Cara- 
calla caused yellow atnber to bear a great price through- 
out the Roman Empire by ordering it imported for his 
ornaments because it was the color of his mistress's 
llair. ' Whatever princes do seems to instruct."' 3 

1 Della moneta, p. 6I. 
2Abid., pp 43 45 
3Abid., p. 6I. See also on Montanari, Graziani, pp. 3I-35 and 
uckerkalldle, pp. 48, 49. 
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The doctrine that value is llot an illtrinsic quality of 
thilags but depends upon their relation to variable 
human wants was also set fortll by an English pamphlet- 
eer, Nicholas Barboll,l in a tract entitled A Discourse 
of Trade, published in I690. His position in regard to 
the nature of wants and utility was essentially the same 
as that of Montanari. 

He considered tlle use of things which " are to supply 
the w4ants alld necessities of mall" to be tlle source of 
value. He classified " wares useful to supply wants" 
under the two general heads, of those " useful- to supply 
the wallts of the body," and those useful to supply the 
"wants of the mind." Of the former "which are 
useful to supply the three general llecessities of man, 
foo d9 clothes, and lodgillg," if " strictly examilled" only 
food is absolutely necessary. " Wares that have their 
value from supplying the wants of the mind, are all 
such things that catl satisfy desire; desire implies want: 
it is the appetite of the soul, and is as natural to the 
soul, as hunger to the body." " lKhe waIlts of the 
mind are infinite, man naturally aspires, and as his mind 
is elevated, his senses grow more refined, and more 
capable of delight; his desires are enlarged, and his 
wants increase with his wishes, which is for everything 
that is rare, can gratify his senses) adorn his body, and 
proonote the ease, pleasvire, and pomp of life." " Things 
rare alld diScult to be obtairled" have value because 
they " are general badges of honour: from this use, 
pearls, diamonds, and precious stones llave their value." 

What Barbon has described ill these few sentel-lces is 
merely the esteem which is felt for the things by 
the individual or by the community. He next 
proceeds to show that there is a close relation 

1 See article on Barbon by Stephen Bauer in Palgrave's Dictionary. 
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between this esteeIn and exchange value or price. 
6; The price of wares is the presellt value; and 
ariseth by cotnputing the occasions or use for them, 
with the qualltity to serve that occasion; for the value 
of things depending on the use of them, the ozJer-iSlus 

of those wares, which are more than can be used, become 
worth nothing; so that plenty, in respect of the occa- 
-sion, makes things cheap; ancl scalcity dear." As 
persollal value is variable because of external circum- 
stances and of the circumstances of the mind, so also 
is exchange value alld for the same reasons. "There 
is no fixed price or value of anything, for the wares of 
trades, the animals, and vegetables of the earth, depend 
on the influence of heaven, which sometimes causes 
murrains, dearth, famine, and sometimes years of great 
plenty; therefore, the value of things must accordingly 
alter. Besides, the use of most things being to supply 
the wants of the mind, and not the necessities of the 
body; and those wants, llloSt of them proceding from 
imagination, the mind changeth; the things grow out 
of use, and so lose their value." 

As prices callnot be fixed, those asked by persons 
who have wares to dispose of, represent only a rough 
estimate of value. " There are two ways by which the 
rralue of things are a little guessed at; by the price of 
the tnerchant, and the price of the artificer: the price 
that the lolerchant sets upon his wares, is by reckoning 
prime cost, charges and interest. The price of the 
artiScer, is by reckoning the cost of the materials, with 
the time of working them; the price of time is ac- 
cording to the value of the art, and the skill of the 
artist.... Interest is the rule that the tnerchant trades 
by; and tilne, the artiScer, by which they cast up 
profit, and loss; .... but the market is the best judge 
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of value; for by the concourse of buyers and sellersy [598 

the quantity of wares, and the occasion for them are 
best knowll. Things are just worth so much, as they 
can be sold for, according to the old rule, zJaleS ggaanS?zm 
zoendi poSesS." 1 Barbon's idea evidently was that 
market value is determined lJy the competition of stlb- 
jective valuations, and that it is the expression, more or 
less accurate, of the worth of things, -- of the esteem in 
which they are held by society or by the individual. 

Barbon had a much clearer idea than his contempo° 
raries of the llature of rent and illterest, he also showed 
the falsity of the prevailing theory of tlae balallce of 
trade. But he made one great tnistake, he contended 
that the value of COillS depended upon the statnp af- 
fixed to them by the government. It has been sugk 
gested that this error may have beell the cause of the 
oblivion into which his writings fell in spite of their 
great merits.2 But his ideas were in advance of the 
times while others tnore in accord with the current ten- 
dencies of thought were set forth by no less a person 
thall John Locke, wllo was destined to have a permanent 
influence upon economics as well as upon other depart- 
ments of knowledge. Locke's conception of value be- 
lollgs in quite a different line of development from that 
represented by Barbon and by Davanzati and Abontanari. 
What he presented was a careful analysis, or theoretical 
explanation, of the conception of value in the common 
thought of the people. He was in advance of it, how- 
ever, ill that he showed that exchange value is not ac- 
cidental but is the natural result of existing conditions. 
Though there is much to be desired ill his analysis, we 

1 Discourse of trade, quoted by Cunningham, English industry 
and commerce, vol. ii, p. 229. See also article upon Barbon by 
Steven Bauer, in Palgrave's Dictionary. 

2 McCulloch, Literature of political economy, p. I57. 



599] Val?ze in the Sixteenth and SeventeenS Cent?ries. 6I 

End in it the conception of value as power in exchange 
fully developed. Locke approached the subject of 
value from two points of view, that of the philosopher 
dealing with first principles, and that of the pamphleteer 
or elnpiricist. It is from the latter pOSitiOIl in his " Con- 
siderations upon the lowering of interest and raising 
the value of money" that he had most to say on ex- 
change value. Therefore we shall colzEne ourselves at 
present to this position, leaving the former to be con- 
sidered later. 

Locke regarded natural law as the way things go on 
in the absetlce of restrictive rules, such as men who 
have agreed to enter into association with one another 
make for the good of themselves.l The tendency of 
his thought was to regard nature's way as the best; he 
believed that it would be for the advantage of society to 
allow such economic phenomena as the rate of interest to 
determine themselves according to llatural law. Since 
the " natural " rate is that which Inen agree upon 
among themselves according to the dictates of their 
private interests, it is therefore that which will ell- 
courage the most profitable use of tnoney. In showing 
how the natural rate is determined, Locke was led to 
review the causes of value. 

Intrinsic or natural value, he explains, depends upon 
utility, while marketable value is a relation in ex- 
change. Thus " the intrinsick natural worth of any- 
tlling, consists in its fitness to supply the necessities, or 
serve the conveniences of lluman life; and the more 
necessary it is to our beilsg, or the more it contributes 
to our well being, the greater is its worth." But " the 
marketable value of any assigned quantities of two, or 
more commodities, are pro hic eS nvnc equal, when 

1 Civ Gov't. Works ( I726), vol. ii, p. I60, et seq. 
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they will exehange one for another." Nor do these 

two kinds of value rest in ally proportion to each other, 

that is, " there is no sueh intrilasick llatural settled 

value in any thing, as to make any asssit ned quantity of 

it, eonstantly worth any assit ned quantity of another." 

He cloes not 1lzean to imply, hosarever, tllat intrinsie 

value has no eonnection whatever witl] marketable 

value, on the eontrary it is essential to the existence of 

the latter, sillee the " vent of anytllill,, ?7 that is, its sale, 

is shown to depend upon its neeessity or usefullless. 

Marketable value or exehange valtle is merely a pro 

portion in wllieh two thinbs whieh are exehanged stand 

to olle another. " The ehange of the luarketable value 

of any eommodity, . . . is llot tlle altering of any in- 

trinsiek valtle or quality in the eolnmodity; (for musty 

and smutty eorn will sell dearel- at one tirne than the 

elean and sweet at another) but the alteration of sotne 

proportion? whieh that eoznmodity bears to sometlling 

else.)) 2 

Loeke's statement of that upon which the amount of 

marketable value clepellds is rather obscure. He says: 

" He, that will justly estimate the value of any thing, 

InUSt collsider its quantity in proportion to its nent, for 

this alone regulates the price."3 
Vent, he explainsJ 

"is nothing else, but the passillg of eoznmodities from 

one owner to another in exehange."4 The vent is 

regulated by the rapidity with whieh eommodities are 

bought up and removed " out of tlle way and eourse of 

trade."5 This is shown to be due ultimately to the 

eonsumption. Thus while Loeke by vent evidently re 

1 Considerations, etc., Works, vol. ii, p. 2I. 

2 Ibid., p. 22. 

3 Ibid., p. 20- 

4 Ibid&., p. 22. 

5 Idet^z. 
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fers to the demalld side in the detertnination of value, 
he did not reach an accurate collceptiou of demand, 
and as also he did not even attelnpt to develop the 
supply side his explanatioll leaves lllElCh to be clesired. 
It was not, however, with the value of colnonodities 
that he was especially concerned in this essay but witl 
the value of money. 

It is not a fault of the mercantile theory that it 
represented money as important OI1 account o£ the 
power to own other forms of wealth, present and future, 
bestowed by it upon its possessor; but that it stopped 
there, thus giving the impressiotl that this power dwelt 
in the money itself, and IlOt in the fact that other forlns 
of wealth existed and were being reproduced as fast as 
wanted. Tl-lat this was olOt really the OpilliOll of 
mercantilists is proved by the theory llot uncommon 
atnong them that money obtained its value solely from 
the agreement of society to use it as a medium of 
exchange, and that its value would therefore de- 
pend upon the proportion between the qualltity 
of money on the one hand and other forms of wealth 
on the other. This was the opinion, as we have seen, 
of such tnen as Davanzati alld Montanari, and stallds in 
contrast to that other opinion, also prevalent, that the 
value of money was whatever the government decreed 
it should be, by the stamp it put UpOll its coins. This 
latter view was held by Barbon who maintained, in 
answer to Locke, that apart from law, the value of 
money was like the value of the metals, which varied 
in different times and places, as the valtles of other 
things. Locke on the other hand held the value of 
tnoney to be a matter of conventioll. Money serves, he 
explains, in two ways, the one for reckoning by its 
stamp alld denomination; the other for exchanging 
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valuable things, " by its intrinsick value, which is its 
quantity." Mankind, he asserts, have put an " imagillary 
walue" upon the precious metals, because by reason of 
their fitness for this purpose, they " llave made them, 
by general consent, the common pledges, whereby men 
are assured, in exchange for them, to receive equally 
valuable things, to those they parted with, for any 
quantity of these Inetals. By which means it comes to 
pass, that the intrinsick value, regarded ill these uletals, 
made the common barter, is nothing but the quantity, 
which tnen give or receive of them." 1 Locke feels 
that there must be a diflerence between the " intrinsick" 
value of money and of other things because they serve 
by being sooner or later used up, that is consulned; 
wllile money serves only by being passed from hand to 
hand as pledges for other goods and is not used up.2 He 
fails to see that there is no essential difference betwee 
the two utilities, and that, therefore, the value which is 
attributed on account of utility in the latter case, 
is no lllore imaginary than that in the former. 
By saying that tile " illtrinsick" value of money 
is nothing but its quantity, he implies that money 
really has no intrinsick value but only exchange 
value. This is as it were " a double value," s: e., it is a 
value which may be derived from either of two sources. 
The first is the power of money of affording an income 
to its owner, and in this he compares molley to land, the 
value of which " consists in this, that by lts constant 
production of salable commodities, it brings in a certain 
yearly income ;" the second is the power of money of 
procuring for its owner by exchange the necessaries and 
conveniences of life. In the latter aspect, money is like 

lCDonsiderations, etc., Works vol. ii, p. I2. 

2Ibzd., p. I7@ 
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any other commodity except that it serves only by ex- 
change and can have only exchange value, the amount 
of which, like that of other comlnodities, is deterulined by 
its quantity in proportion to its vent." 1 The value of 
all commodities including money in circulation consists, 
according to Locke, in a proportion, whence it follows 
that an alteration in tlle quaoltity of the money produces 
a change of vallle, but the change of value is in the 
money, not in the cotnmodities, therefore, trade retnain- 
ing the same, the quantity of money in circulatioll 
regulates its value. The serviceableoless of molley in 
trade, its power " to drive the trade" of a coulltry is the 
source of its value. This value will increase if the 
profit to the borrower increase, which will happen if 
the quantity of money decrease in proportion to trade, 
or to the vent of all commodities, taken together. Ac- 
cordingly lvocke lnaintains that whell the qllatltity of 
money increases, interest, which is the income afforded 
by motley, diminishes, because the exchange value of 
the mol1ey beint, less, the borrower cannot make so 
large a profit with a givell atnount of money as foronerly.2 
Such reasooling by so astute a philosopher alld so careful 
an observer shows that in tlle economic opillion of the 
I7th century the way molley performs its functions was 
still far frotn being understood. 

Locke confused snoney with capital. In this respect, 
as indeed in rtlost points of the theory of value he was 
behind Barbon, who declared it to be a mi.stake to con- 
sider interest a payment for money, that in reality it is 
a paytnent for stock. It is " the rent of stock " he said, 
" atld is the satne as the rent of land. The first is the 

l Considerations, etc., Works, vol. ii, p. I7. 

sIbid., p. 23. 

5 
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rent of wrought or artificial stock; the latter of un- 

wrought or natural stock." 1 
The confusion between Inoney and capital was carried 

to its llighest pOillt shortly after Locke's time by John 

l+aw, who thought that credit also had tlle same func- 

tiOIlS, and conceived that by increasing credit money, lle 

really increased the capital of the country. He de- 

fetlded his position ila the following mallller: " Internal 

com;nerce depellds on money; a greater qllantity emZ 

ploys more individtlals than a smaller quantity. A 

litnited sum can put to work only a proportionate num- 

ber of individuals; and it is with little success that laws 

are made to employ tlle poor alld idle ill a country 

where money is scarce. Good laws can carry snolley 

to the highest degree of circulation of which it is sus- 

ceptible, and compel it to employ those who are lllore 

profitable to the country; but no law can go farther, 

alld a larger nurnber of individuals can llot be made to 

work without a greater quantity of money put ill circu- 

lation to pay the wages of this large nutnber. It is 

possible to lead them to work by credit, but not unless 

credit has a suicient circulatioll to furnish the needs of 

the laborers; on this hypothesis, credit is money, and 

produces the same effects as snolley upon commerce both 

interllal alld external." 2 Upoll such principles as these 

Law foullded his celebrated ballkillg system. 
As to the cause of value, lvaw's statement was founded 

chiefly on lvocke, but he substituted the term denland 

for " vent ". He says: " Things draw great value from 

the uses to which they are applied; and their value is 

greater or less, not so much by reason of their uses, 

1 Quoted by Bauer in Palgrave's Dictionary. 

2 Considerations sur le numeraire et le commerce. Daire, Economistes 

Francais du X5IIII Siecle, p. 427. 
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more or less esteemed, more or less necessary, as by 
reason of their greater or less quantity, compared to the 
demand which is made for them." He illustrates this 
point by the classic example of water and diamonds. 
Law does not attach any precise idea to demand, but 
merely indicates in a general way, that he tneans by it 
the quantity desired. He criticised Locke's idea that 
the value of money is imaginary. This value, he holds, 
is no more imagiIlary tllan any other value derived from 
other uses, all uses give value by affecting the deinand 
in relatioll to the supply.l 

We have now seen that during tlle sixteenth and 
seventeenth centuries value was treated of by two classes 
of persons, moral pllilosophers and empiricists; by the 
former as a part of a general system of ecclesiastical or 
ethical jurisprudence, by the latter as a part of the 
argument by which some detail of public policy was 
advocated. The idea of a " true value " was displaced 
during tllis period by that of a "laatural value", i. e., 
that value which would exist under conditions of free 
and equal competition. This was the special work of 
the pllilosophers. In the writings of the empiricists the 
ulodern conception of value-in-exchange began to take 
forul; it was purchasing power, and goods were seen to 
have value llot absolutely, but in relation to eacll other. 
An absolute value, however, still persisted under the 
name of intrinsic value. 

Thinkers during this period directed their attention 
almost exclusively to phenomena connected with buying 
and selling, it was through comtnerce that nations ex- 
pected to increase their prosperity, hence value was ex- 
plailzed altnost entirely from conditions of exchange; 
but before the close of the period the disposition to look 

l consid4ratiorlsS ete.> pv 427 
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at economic phellomena as a whole began to be mani- 
fest, and one of the symptoms of it was a tendency to 
explain value from the standpoint of production as well 
as from that of exchange. The resulting theories, 
although some of them appeared soznetime before the 
close of the seventeenth centuryZ logically belong in 
the next chapter, which deals with the eighteenth 
century to the year I776. 



CHAPTER III. 

VALUE; AND ECONOMIC SCIENCE: BEFORE 1776. 

It has beell maintained that political economy came 
into existence at a certain stage in the development of 
French and Scotch moral philosoplly.l We have seen 
that the etllical jurists, as Grotius and Puffendorf, had 
treated of value, price, money and interest in connection 
with justice in contracts, thus giving to the deductions 
connected with these economic phenomena an organic 
place in a general system of jurisprudence. Early in 
the eichteenth century we find Hutclleson, who used 
Puffendorf as a text book, dividillg the lectures upon 
moral philosophy which he delivered at the Ulliversity 
of GlasgowZ into four parts. One of these he devoted 
to jurisprudence, included economics.2 Adam Smith, 
who as a student heard the lectures of Hutcheson,3 fol- 
lowed his master's divisions when he hinlself became a 
lecturer on moral philosophy; but in time what he had 
to say upon economics swelled to such proportions and 
appeared to hitn so important, that he gave it to the 
world in a separate treatise.4 In the meantime certain 
French philosophers had developed a system of eco- 
nomics with which Adam Smith had come in contact 
before he completed his great work, and which repre- 
sents the first phase of economic science. The advance 
toward economic science would not liave been possible 
without the work of the elupirical writers of the seven- 
teenth century. They brought together the materials 

1 Cohn, History of political economy, p. I4. 

2 Hutcheson, A system of moral philosophy, bk. ii, ch. I2. 

3 Hutcheson lectured from I730 to I746. 

4 Cannan, IXectures of Adam Smith, p. xxvi. 
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of economic history which, with their reflections upon 
them, could be worked over, and gelaeral principles 
thus deduced, wllicll could be coordinated into a sys- 
tematic body of knowledge. 

In this general process such work as that of Sir 
William Petty, who is often called- the father of 
statistics, was of great importance. It led to more 
careful analysis and to the etnployment of more sys- 
tematic methods of investigation. But Petty's object 
was practical rather than theoretical, and his great ser- 
vice was to show what knowledge can be gained from 
the careful collection alld collation of facts. His 
method, as he himself explained, was to express hilllself 
"in terms of os?zmber, zwezght or oneasvre, to use only 
arguments of sense, and to consider ollly such causes, 
as have visible foundations in nature; leaving those 
that depend UpOll the tnutable minds, opinions, appe- 
tites, and passions of particular lnen to the considera- 
tion of others."l He tllerefore devoted himself to such 
subjects as are now commonly the object of statistical 
enquiry. In his writings we find collceptions whicl 
were to play a fundamelltal part in the " new economics " 
of the eighteenth century. For this reason we consider 
his views UpOIl value in this chapter, where tlley seem 
logically to belong, rather tllan in the last, before those 
of Barboll, where a chrotlological order would place them. 

In Petty's view, land is the origillal source of all 
things collstituting wealth, but labor is required to draw 
them forth from the soil, and additional labor to render 
tl-lem suitable to the uses of man. Hence he says, or 
rather quotes, " Labor is the father and active principle 

1 Preface to first essay on political arithmetic, (I676),; ed. Hull, vol. 
I, p. 244. See also Bevan, Sir William Petty, p. 89, Publications of 
the American Economic Association, vol. ix, No. 4. 
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of wealth, as lands are the mother '.1 But lle does not 
place tlle emphasis upon the o;ce of land that it after- 
wards receives at the hands of tlle Physiocrats; his 
emphasis is rather upon labor, which can overcome 
natural disadvantages. But he is so far a mercantilict 
that he exalts the seaman and trader above tlle husband- 
man, because " the following of such trade, wllicll does 
store the country with gold, silver, jewels, etc., is profit- 
able before others. ) 2 

Petty's conception of value includes value in ex- 
change or price, and natural value. He speaks of value 
in exchange sometimes as extrinsic or accidental valueS 
in distinction from intrillsic value, wllicll apparently is 
the same as natural value. Again he distinguishes 
between the intrillsic alld extrinsic causes of " dearness 
and cheaplless.'' 4 The former are the itlner qualities or 
Grirtues of the thing, as the " weight, extent, color and 
clearness" of diamollds.5 Tlle latter are what produce 
fluctuatiolls in supply and dellland. He llas some 
notion of what in modern times has been called nortnal 
value. He considers that a rough estimate of the ex- 
trinsic value of land might be lllade by taking the 
average of all bargains made within a definite period of 
time.6 Petty recognizes that need afTects price; ' as 
great need of money heightens exchange, so doth great 
need of corll raise the price of that likewise."7 He 
also appreciates tlle influence of taste. He sas 

OpilliOll of unexampled effects do adde and take away 

1 Taxes and contributions, ch. x; Petty's iEDconomic nvritings, ed. 
Hull, vol. I, p. 68. 

2 Political arithmetic, ( I676), Ibid., p. 260. 
3 Taxes and contributions, ch. 5; Ibid., p. 50. 
4 Dialogue of diamonds; Ibid., vol. 2, p. 625. 
5Ibid., p. 625. 
6Taxes and contributions, ch. 5; Ibid. vol. I, p, 49. 
7Ibid., p. 48. 
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from tlle price of things.''l Also, " lands intrinsically 
alike near populous places, i . i will not only yield 
more rent, . . . but also more years purchase than in 
remote places, by reason of the pleasure and llonor 
extraordinary of having lands there." 2 

Petty conceives the llatural value of land and labor 
to be derived from the rralue of what tlley produce. 
thus the llatural rent of land is the value of its surplus 
produce.3 The natural value of commodities is the 
quant-ity of land and labor which enter into tlleir pro- 
duction. He deems it a "nost itnportant consideration 
in political economies, viz. how to make a par and 
eq?MzZiows between lands and labor, so as to express the 
value of aolything by either alone."4 This he does in 
the following mallller: "Suppose two acres of pasture- 
land inclosed, and put thereinto a weaned calf, which 
I suppose in twelve IllontTls will become I C. heavier in 
eatable flesh; then I C. weight of such flesh, whicll I 
suppose fifty days food, and the interest of the value of 
the calf, is the value or years rent of the land. But if 
a man's labor for a year can make the said land to yield 
tnore than sisty days food of the same, or of any other 
kil-ld, tllen that overpllls of days food is the wages of 
the man; both being expressed by the number of days 
food."5 The day's food Petty regards as a common 
measure of value, he reduces it to a unit in the follow- 
ing manner-" That some men will eat more than 
others is not material, sillce by a day's food we under- 

stand part of what IOO of all sorts and sizes will 

eat, so as to live, labor and gellerate. And that a day's 
lTaxesand contributions, ch. xiv, Petty's Economic writings, ed. 

Hull, vol. I, p. 90. 

2Ibid.,vol.I,p.4g. 

sIbid., vol. I, p. 43. 

4The political anatomy of Ireland, Ibsd., vol. I, p. IgI. 

5 Idem. 
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food of one sort, may require tnore labor to produce, 
than another sort, is also not material, since we ullder- 
stand the easiest gotten food of the respective countries 
of the world." 1 A day's food of better quality he re- 
gards, as equal to several units, " for one dav's delicate 
and exquisite food may be worth ten of ordinary."2 
Ordinarily llowester value is not expressed in a day's food 
but in money, and the quantity of silver which repre- 
sellts the unit, a day's food, is as much as can be pro- 
duced by the same amount of labor as produced the 
day's food. If this quantity changes then the value of 
commodities ill money is altered. Thus, " if a mall 
call brillg to London an ollnce of silver out of the earth 
in Peru, ill tlle same time that he can produce a bushel 
of corn, then one is the natural price of the other; now 
if by reason of new and more easy tnilles a man can get 
two ounces of silver as easily as forlrlerly he did one, 
then corll will be as cheap at ten shillings the bushel, 
as it was before at five sllillings caeZerts parsb?s." 3 

To sum up Petty's theory of value, we may say that 
he conceived the ultimate source of value, as of wealth, to 
be land and labor. By value he meant wealth measured. 
Hence the natural value of a commodity would be tlle 
result of the quantity of land and labor required to 
produce it. But its value in the ularket, its extrinsic 
value, might vary from the natural value according to 
the relation of supply to demand. 

The English writer who did most at this period to 
fix ill the minds of his countrymen and others, the 
notion of labor as a measure of value was Johol Locke, 
whose work ill developing the conception of exchange 
value we have reviewed. His interpretation of value 

' The political anatomy of Ireland, Petty's Economic writings, ed. 
Htlll, vol, I, p. I8I. 2 Ibid., p. I83. 

3 Taxes and contributions ch. 5; Ibid., p. 50. 
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as derived froul labor is 1leeded to cotuplete our view of 
l-lis theory as a whole. It was not given ill the last 
chapter because there we vvere dealing not only with 
the collception of exchange value in itself, but with the 
llotions that naturally grew up in connection with it in 
an age wllen thougllt, in seeking causes for the amount 
of that exchange value, went little bellind tlle circum- 
stances of tlle market. In that age the office of labor or 
cost was neglected, and its resurrection toward the end of 
the seventeenth century marks tlle beginnillg of a new 
period in the evolution of tlle theory of value. As is 
often tlle case with original thinkers, Locke llot only 
gave the best expression to the thougllt of the period 
that was endillg, but played an important part in de- 
termining the direction of thought in that which was 
. * . 

Deglnnlng. 

In considering lvocke's thoughts on value we must 
relnember that they were brollght ill incidentally, as 
neans to tlle elucidation of otller subjects, so that zzluch 
of what he migllt have said had he beetl constructing a 
theory of value is left to be supplied by the context 
and the intelligence of the reader. Locke asserts that 
although both land and labor unite ill the production 
of wealtll, " labour makes tlle greatest part of tlle value 
of the tllings we elljoy in this world." " Bread, wine 
and cloth," he says, " are tllillgs of daily use, and great 
plenty; yet notwitl-lstanding, acorns, water, and leaves, 
or skills, must be our bread, drink and clotlling, did 
not labor funaisll us with tllese more useflll cornmodi- 
ties; for wllatever bread is more worth tllan acorns, 
wine than water, and cloth or silk than leaves, skins or 
moss, that is wholly owing to labour and illdustry. " 
But it is not merely the labor that made the commodity 
which must be considered but also the labor tllat pro- 
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dtlced tools. "The labour of those who broke the 
oxen," he says, " who digged and wrought the iron and 
stones, who felled and framed the tiInber employed 
about the plough, onill, oven, or ally otller utensils, 
which are a vast number, requisite to this corll, from 
its being seed to be sown to its being made bread, must 
all be charged on the account of labotlr." " It would 
be a strange catalogue of things," lle continues, " that 
industry provided and made use of about every loaf of 
bread, before it came to our use, if we cotlld trace them: 
iron, wood, leather, bark, timber, stove, bricks, coal, 
lime, cloth, dying drugs, pitch, tar, masts, ropes, alld 
all the material made use of in the ship, that brought 
any of the commodities made use of by any of the work- 
mell, to any part of the work; " he wisely acids, 'i all 
of which it would be almost impossible, at least too 
Ollg, to reckon up." And ill contrast to this, " The 

ground which produces the materials,'' he says, " is 
scarce to be reckoned in." He regards it as a constant 
eletnent, so that " it is labour indeed that puts the dif- 
ference of value on everything. 3 1 

Locke does not mean what he elsewhere calls "in- 
trinsic" value when he speaks of labor ptltting value 
on tllings, but rather a kind of exchange value. He 
says: " An acre of land, that bears here twellty bushels 
of wheat, and another ill America, which with the same 
husbandry, would do tlle like, are, without doubt, of 
the same natural intrinsic value: but yet the bellefit 
mankind receives from the one in a year, is worth 5 /. 
and from the other possibly not worth a penlly, if all 
the profit an Indian received from it were to be valued, 
and sold here; at least, I may truly say, llot one 

1 Essay on civil gosternment (London, I772) pp, 208, 209, 2I0. 
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thousandth." 1 In the essay upon the rate of interest 
we have seen that he defined intrinsic value, or " the 
intrillsic natural worth of any thing," as consisting in 
its fitness to supply the necessities or serve the con- 
veniences of human life ;9X2 this conception is similar 
to that of Adam Stnith when he defines value, in one 
sense, as the utility of some particular object 3 Also in 
the same essay we have seen that Locke considered the 
"tnarketable value" of a commodity to be determined 
by the proportion of its quantity to its vent, but he 
says nothing of the conception of value as detertnined 
by labor. From this it would seetn that when he pre- 
sented this conception in his essay oll government, he 
was not thinking of the relative quantities in which 
commodities exchange for each other in actual transac- 
tiOllS tlle problem he had before him in the work on 
interest but of the rule according to which they must 
in the long run exchange for each other. In other 
words he had in mind what English economists after- 
wards defined as natural or normal value. 

If we compare the concept of value of Locke and 
Petty with that of Barbon, we perceive the main 
difference to be that the first is objective atld value is 
thougllt of primarily as the attribute of a thing, while 
tlle other is subjective and value is thought of as 
emanating from a mind. This difference represellts two 
metllods which, thus evetl before political economy be- 
came a science, began to characterize the researches of 
thinkers. One rtlethc)d is mechanical, and value is 
made to appear as the result of a combination of ex- 
ternal cotlditions; the other is psychological, and the 

lIbid., p. 209. 
2 Works, vol. 2, p. 28. 
3 The wealth of nations, bk. i, ch. 5. 
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source of value is the milld, external conditions affect- 
ing it otlly as tlley affect the mind.l The germs of 
both methods, as we have seen, existed in the middle 
ages alld are indicated by the the tendency of some 
writers to look to market conditions and of others to 
to look to utility for the source of value. 

In spite of the liberal thought of Petty, Locke, 
Barbon and many others it was not in England but in 
FKrallce tllat the infant economic science was cradled.2 
Both the character of philosophical thought and the 
economic conditions of the century were more par- 
ticularly favorable to the appearance in that country of 
thillkers who would devote themselves especially to the 
construction of an ecollomic science. Mercantilisrll, 
which had for its aim the developlnent of national 
prosperity by means of a favorable balance of trade, 
had necessarily resulted in an energetic governmelltal 
regulatioll of coulmerce and industry, which was carried 
out in France under the additional stimulus of the need 
of revenue produced by the ambitious policy of Louis 
SIV. After the time of Colbert, the management of 
the finances fell into the hands of less capable milaisters, 
and the mercalltile policy was less consistezatly followed; 
but the taxation which remained was of the kind to 
stlfle that enterprise and thrift which, 1lnder other con- 
ditionsX tnotives of self interest would have insured. 
As a result the agricultural population was impoverished, 
pllblic finaxlces were itl a most ullsotllld colldition, the 
mlalzufactures, which Colbert had built up, begall to fall 
nto ruin, and cotnmerce ceased to be carried on with 

its former energy. 
Boisguillebert, a magistrate of Normandy, contended 

Compare Zuckerkandl, Theorie des Preises, pp. 29, 34. 
2 Sevons, Richard Cantilloll, ConSevap. R. 39: 80. 
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against Colbertism, especially against the overestimate 
of the precious metals. He showed tl-lat the falling off 
of the wealth of the kingdozn was due to the failure of 
agriculture, as a result of burdensome and badly ad- 
justed taxation.l Marshal Vauban, holding many of 
the same ideas, recommended a reform in taxation by 
which a tenth of the agricultllral produce should be 
paid into the public treasury and also a tenth of the in- 
comes derived from trade and lnanufactures.2 Other 
financial reforzls were proposed and some of them 
adopted, but all to no purpose; they were either inade- 
quate or, like that of Law, only added to the general 
confusion. Industrial life continued to be in a state of 
depression, although llere and there were signs of re- 
covery; but gross poverty remairled everywllere in 
striking contrast with the extravabant afRuence of the 
privileged classes. In the meantitne3 across the channel, 
English gentlemen were trying experiments upon their 
estates alld adopting new llletllods of agriculture which 
were followed by tnost satisfactory resultsO Reports of 
these improxrements createci quite a sensation in France 
and were adopted by many landed proprietors, among 
them the royal physician, Frangois Quesnay. 

In order that writers on political and economic stlb 
jects should begin colssciously to construct a science, it 
was necessary that they should believe that the acts of 
men are governed by general principles, that natural 
law applies ill human as well as in physical relations. 
This point was reached in philosophical thought by 
Hume, whose essays vzTere translated into French in 
I754. He believed in the science of human nature as 

1 Le Detail de la France, Daire, i,conomistes financiers do sviiie; 
Siecle, p. I7I. 

2 Dime Royale, Daire, Op. Cig., p. 3I. 
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an experimental science, and that general prillciples 
must be admitted ill judging of human affairs. "Gen- 
eral pril-lciples" he said, "if just and souad, onust always 
prevail ill the general collrse of tllings, though they 
tnay fail ill particular cases; alld it is the chief business 
of pllilosophers to regard tTle ge1zeral course of things." 
Also in another place, " What depellds UpOIl a few 
persons is, in a great measllre, to be ascribed to chalzee, 
or secret and unknown causes: wllat arises from a great 
nutnber, onaO, often be accounted for by determinate and 
known causes."2 

The physiocrats, or economists as tlley called thelll- 
selves, believed that the social order, like the pllysical 
order) was presided over by natural laws. It followed, 
therefore that if mall by his l-eason cotlld find out these 
laws and would obey them, happiness would be assured 
To Quesnay alld his followers the principle of self 
illterest seellled a suSiciellt surety for this obedience. 
The task tllat these pllilosophers set themselves, there- 
fore, was to discuss, explain, and propagate the knowl- 
edge of laws appertaining to life ill society. The 
physiocrats did llot consider llatural laws as relatiolls of 
cause to effect; what they had in lnilld was a defillite 
order of things necessary to the greatest happiness or 
well-being of society. Quesnay explaills that natural 
laws are both pllysical and moral, the physical laws are 
"the regular course of all the pllysical events of tllat 
natural order wllich is plainly the rnost advantageolls to 
mankind," the moral laws are "tlle rules of all human 
action of the moral order which conforins to the physical 
order that is obviously tlle tnost advantageous to tnan- 
kind." 3 Together these are the llatural laws upon 

1 Essays, Literary, moral and political, London, I870, p. I50. 
2 Ibid., p. 63. See also Bonar, Op. ciS., p. I05. 

3Le Droit Natural, Oeuvres de Quesnay, ed. Onken, p. 375. 
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which positive laws should be founded in order to form 
the most perfnct governtnent.l This conception is more 
closely related to that held by Grotius and Puffendorf 
than to the modern scientific conceptioll of natural law; 
it was collducive to tlle building up of a science of eco- 
notnics not only because it introduced general principles 
into the realln of human action, which was not alto- 
gether new, but because it connected human well-being 
with external nature. The physiocrats believed that 
they were developing a science of hulnan nature or a 
general social science. But the principles and phe- 
nomena of this science as presented by tllem were 
mainly econoznic, that is, social science with them was 
in its fundamelltal principles econolnics. Thus instead 
of creating sociology they created political economy. 

The fundamental econoonic postulate of the physio- 
crats was that the cultivation of the soil is the sole 
source of new wealth, and alone gives a net income. 
Thus they differed from Locke and Petty, wllo derived 
wealth not only through tlle agency of agricultural 
labor but also throllgh that of industrial labor. This 
doctrine was put forth as early as I 732 by Ricllard 
Cantillon ill an essay UpOll coInInerce to wllich Ques- 
nay acknowledged indebtedness.2 Calltillon was of 
Frencll extractioll though born in Ireland and was for 
sex?eral years a merchant and banker in Lolldon. Both 
he and tlle physiecrats after llim regarded ononey as 
wealtll only in tlle sense in wllich otller coonmodities 
are wealth, z:e., by being useful tv man; but its use 
was only as a medium of exchallge, it created no llew 
wealth. Hence there could be no advantage in the so- 

1 For an excellent account of the ideas of the physiocrats on these 
points, see Schelle, Du Pont de Nemours, p. 48, eZ seq. 

2 Gzains, Oeuvres, ed. Onken, p. 2I8. 
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called favoralDle balallce of trade. The physiocrats, de- 
veloping their doctrine furtlaer, onaintained that manu- 
facture and trade were sterile industries, in that they 
created no llew wealth, but zzlerely cllallged its fortn alld 
carriecR from one place to anotller that alreacRy created. 
Accordingly they divided society illtO three classes: the 
productive class consistillg of the cultivators; the 
proprietary class consisting of the owl-lers of the soil; 
and the sterile class consisting of all otllers, including 
public servants. Tl]e first class obtained all new wealth 
at first halld, out of which it retained only enough to re- 
pay it for its services and to replace its capital, and paid 
the balance or net incozne to the proprietary class. Tlle 
sterile class obtaitled tllrougll excllazzge its share of the 
new wealtll, which atnounted lllerely to paylllent for its 
services from the other two. This tlleory of distribll- 
tion was based llpOtz two cardinal prillciples, private 
ownership of lalld, and freedom of exchange, the realiza- 
tion of wllich the pllysiocrats itlsisted was necessary 
for a just distribution of wealth and for the well-beillg 
alld happiness of society. Therefore they advocated 
the removal of all restrictioIls upon industry and es- 
pecially upon cotumerce, atld ulflged that the revenue 
for the governmellt be raised by a single tax upon the 
net incotne derived froon laold. Such in otltline were 
the fundatnelltal principles of tlle first school of politi- 
cal economy. We have now to see what was its tileory 
of value, and now this theory was related to tlle doc- 
trines of the school as a whole. We shall begill with 
Cantilloll who llas beell regarded as a forerunner of the 
physiocrats.' 

l On Cantillon see Jevotls, Contesnp. R., sol. 39, p. 6I; Bauer in 
Quart. Jo?rn. of Economics, sol. 5, p. IOO; Higgs, Physiocrats, p. 
I7, et seq. 
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Cantillon' points out that some land is more produc- 

tive than other land, that garments made of the same 

quantity and quality of yarn but with diflerent amoutlts 

of labor command diflerent prices; whence he concludes 

that " the quantity of the product of the earth, and the 

quantity as well as the quality of labor, enter necessarily 

into the price." He then develops this proposition by 

further examples. A pound of fine lace may be made 

at Brussels by the labor of four persons for one year or 

of otle person for four years. " One sees that the price 

which is given for this lace is sufficiellt to pay for the 

subsistence of one person for four years, and to pay in 

addition the profits of all the undertakers who deal ill 

it. " In the case of a watch-spritlg of Ene steel the 

quality of the labor tnakes almost tlae entire value of 

the spring. But Otl the other hand the price of hay and 

wood is regtllated according to the qualltity of the pro- 

duct, that is, according to the fertility of the land which 

produced it. " The price of a cup of water of the river 

Seine is nothint,, because there is an iinmense supply 

that never dries up; but one gives a sol for it in the 

streets of Paris, that is the price or the measure of the 

labor of carriage." He then sums up as follows: "By 

these illductions and examples, I think it will be under- 

stood that the price, or the intrinsic value of a thing, is 

the measure of the quantity of land alld of the labor 

which enters into its production, regard being had to 

the fertility or quantity of product of the land, and to 

the quality of the labor." From this it is evident that 

Cantillon rewarded value as fundamentally a relatioll in 

which things stand to what is required to produce them, 

and that he considered that any one estimating the real 

ralue of things would estimate it according to what they 

' Essai sur le coulmerce, ch. IO. 
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had cost. He uses the term price to express this cost, 
he also uses it to express what is givell for the thing in 
the market, what il; costs the buyer. The two prices 
do not necessarily correspond, but they will do so, he 
thinks, uolder llorlnal conditions, the latter tending to 
gravitate to the former. 

Thus he continues: things do not always exchange 
in the market at their intrinsic value. The fancies alld 
tastes of men may be a callse of thi.s. - Thus when a 
gentleman, who at great expense makes a fine garden 
for his own enjoyalent, finally oSers it for sale, he will 
not get half he laid out UpOll it, unless tnany long for it; 
ill that case he onay cet clouble. The state of consump- 
tiOll also may cause a variation between intrinsic alld 
market value. Tllus wllen fanners raise lnore corn than 
is needed, the price " at the market will necessarily fall 
below the price or intrinsic value." " There is llever a 
variation in the intrinsic value of things; but the im- 
possibility of proportioning in a state the production of 
merchandise and food to their consuluption, causes a 
daily variation, a perpetual flow and reflow in the 
uarket price. Nevertheless in a well-regulated society, 
the market price of food and tnerchandise of n7hich the 
consumption is sufliciently constant and uniform, does 
not differ much from the illtrinsic value; and when it 
does in years of unusual dearth or superabundance, the 
magistrates of the tOWll are always in a position to fis 
the market price of many things, such as bread and 
meat, so no one need complaill."l 

Carrying his analysis of csst value still fartller, he 
endeavors to find a fundamental cause and measure of 
the value of labor. " The earth is the material," he 
says, " labor the form of all food and merchandise; and 

1 Essai, pp. 38, 3g. 
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as tllose wllo work necessarily need to subsist oli the 
products of the earth, it seems that one might be able 
to find a relatioll between the value of labor and that of 
the prodtlcts of the earth.''l Accordingly by a discus- 
SiOll of the needs alld habits of differellt killds atld rallks 
of workers, and of the needs for bringing up chi]dren, 
he shows tllat the value of each mall's labor corresponds 
to tlle quantity of the products of the earth that he re- 
quires for his subsistence and for tllat of his children, 
or more exactly for double his own subsistence; and 
the value of each woman's labor corresponds to her own 
subsistence. A subsistence, although seen to vary 
according to the killd of labor, as, for example, farm 
labor or artisan, and according to the customs of 
differellt countries, is still to CDantillon a pretty definite 
measure, so that ill a given country it is possible to 
form an equation between land and labor, and to state 
the real or illtrinsic value of anything ill terms of land 
only.2 Accordilzgly he says in the introductioll to his 
chapter on tlade: " we have tried to prove in the pre- 
ceding part that the real value of all things of use to 
man is their proportion to the qtlalltity of land em- 
ployed for their production, and for the subsistence of 
those who have given them form." 3 

Cantillon does not agree with Locke that the market 
price of things in trloney depellds on the proportioll be- 
tween tlleir quantity and the qualltity of money in cir- 
culation, because it is always possible to alter the 

' Essai, p. 39. 
2 Ibid., ch. I I . Cantillon remarks upon the importance which 

Petty attached to such an equation, but criticises the latter's investiga- 
tion " as odd and remote from the laws of nature because it is not 
eoncerned with eauses and prillciples but only with eSects; as Locke 
and d'Avenant and all the Ellglish authors who have written some- 
thing OI1 this tnatter have done after him." Pp. 54, 55. 

3 Essai, p. I5I. 
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quantity of things by transporting those that are super- 
abundant. But he thinks l,ocke's idea just in the sense 
that the market price is fixed by the proportion of the 
supply to the demalld, s: e., as he seems to tnean, the 
quantity of things and the quantity of money repre- 
senting the supply and the demand respectively. 
" In general," he repeats, " market prices do llot vary 
very much from the intrinsic value." 1 

The leader of the physiocrats, Queszzay, did not be- 
stow UpOll the analysis of value the special attention 
which he devoted to other topics; he does not seem at 
first to have appreciated, as Cantillon certainly did, the 
place and importance of such an allalysis in the construc- 
tion of economic science. Yet underlying and running 
through tlle more purely economic parts of his system, 
such as the explanation of the sources of wealth, of the 
primitive and annual advances necessary to insure the 
greatest possible annual increase of wealth, of the classes 
of society alld tlle distributioll of this annual illcrease to 
the members of these classes! there is an implied theory 
of value whicll is unmistakable and of such consequence 
that its content has been held to colzstitute one of the 
" truly great scientific achievemellts " of the physiocratic 
school.2 Fundamentally it is like that of Cantillon; 
but Quesnay makes an important distinction which 
Cantillon did not make, though it had been made by 
Locke, namely, the familiar distinction between value 
in use and value in exchange, (zoalevt ?suelle, and 
vctle?r zoenctle). " The savages of Louisiana," he says 
*'enjoyed a quantity of goods, such as water, wood, 
game, fruits of the earth, etc., which were not wealth 
because they had no exchange value. But since some 

1 Essai, p. I57- 

2 Cohn, History of political economy, p. 27. 
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branches of cotnmerce have been established among them 

...... ..... a part of these goocls have acquired an ex- 

change value and have becotlle wealth."l Thus it is 
exchange value that turns the products of the soil into 
wealth, alld tllerefore it is with exchange value alone 
that the physiocrats consider political economy to be 
concerned. Le Trosne, one of the apostles of the school, 
gives the following explanatiotl and definitiol<. " In 
soeiety then products acquire a new quality, which 
comes from the intercourse of lnen: this quality is 
value, which makes the products wealth ............................... Value 
consists in the ratio of exchange nvllich is found between 
Such thillgS and such otller tllings, between such meas- 
ure of otle product, alad such meastlre of othersi1'2 By 
saying tllat value makes products wealtil, the physio- 
crats did not lnean that what deterlllines value therefore 
produces wealth, for llothitlg could produce wealth that 
did rlot bring forth new lllatter or substallce. Value 
was merely the means of lueasuring wealth, or tlle thel- 
mometer of the wealth alld property of the coulltry.3 
Thus, as betweell two nations, the state wllose goods have 
the higher exchange value is the richer.4 

As to what determines tlle amount of value, Quesnay 
does not make the distinction drawn by Cantillon be- 
tween intrillsic and market rralue, but lle discusses value, 
(zoalevr zoenaZe) both from the pOillt of view of exchange, 
and from that of production. From the former, 
Quesnay considers that value though brought to light in 
the market is not at all determined by the personal 
circumstances of buyers and sellers. " Prices," he says, 
" are not subject to the interests of either buyers or 

' Notes sur les maximes, Oeuvres, p. 353. 
2 De l'interest sociale, Daire, Physiocrates, p. 889. 
3Ibid., p. 90I. 

4 Quesnay, Questions intdressantes, Oeuvres, p. 299. 
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sellers; these interests themselves are in reciprocal op- 
position in the sale and in the purchase; thus the seller 
and the buyer considered separately, are not at all the 
arbiters of the ?rices of products.... No one is 
ignorant tllat in regard to products, the general cause of 
their current price is their scarcity or their abundance, 
or the competition more or less great of sellers or of 
buyers; and that by these causes the actual price of 
products precedes their vsale, enen that at first hand." 
Thus though ascertained by exchange, value and price 
are a resultant of general causes existing before the 
newly produced wealth is brought into the tuarket. 
These general causes lie, in Quesnay's opillion, in the 
relation that the consumption of a community bears to 
its prodllction. If the former is relatively great, values 
and prices will be higll. High values, Quesnay main- 
tains, are a great benefit to the people, because by 
showing that the products of the soil are extensively 
desired they encourage greater reproduction. Thus he 
declares in one of his maxims: " Abundance and cheap- 
ness is not wealth. Dearth and dearness is poverty. 
Abulldance and dearness is opulence." 1 The latter 
condition would indicate a large consumption as well as 
a large production. 

Regarding value fronl the side of production Quesnay 
sees as its cause the labor cost which is measureci in 
the subsistence of the workmen. " If you compare the 
gain of the worktnen who tnake the works of industry," 
he sa)'s, ;< with that of the workmen employed in the 
culture of the soil, you will find that the gain on both 
sides is limited to the subsistence of the worklllen; 
that this gain is not an increase of wealth; and that 
the value of the worles of industry is in proportion to 

1 Oeuvres, p 335 
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the very value of the subsistence that the workmen and 

merchants consume. Thus the artisan destroys as 

much stlbsistence as he produces by his labor.''l Upon 

the same reasoning the gain of the merchant or trader 

is but a reimbursement for his llecessary subsistence, 

therefore in an exchange there is ollly an exchatlge of 

equal value for equal value and no increase of wealth.2 

The measure of the wealth allnually renewed by a 

nation, is the value of the sale of the produce of the 

soil at first hand.3 
Le Trosne, who attempts to elaborate the thought of 

his master, draws a distinction between nalue at first 

hand alld subsequent value. The first is the value that 

the prodtlce of the soil has in the hands of the actual 

cultivators. The second is that which is added to the 

produce by stlbsequent labor. It is by the first alolle 

that the increase of wealth is measllred. The diSerence 

between the two is determilled by the labor, measured 

by the sub$istence that has been expended in changing 

tlle form of original wealth or in transporting wealth 

from one place to another.4 He names as causes of 

value: first, utility, which he shows is essential in 

order that a thing may have value, but lle takes pains 

to pOillt out that utility is not a tneasure of value; 

second, the indispensable costs because if expenses are 

llot made good there would be no motive to continue 

production, and reproductioll would not be asstlred; 

third, the state of supply, whether the thilag be scarce 

or abundant; fourth, the competition of consumers and 

products offered for sale. This he considers the sover- 

eign force which decides the value. The amollnt of 

1 Graine.s, Oeuvres, p. 233. 

2 Oeuvres, p. 386. 
8 Analyse du tableau economique, Oeuvres, p. 307. 

4 De l'interest sociale, Daire, p. go3. 
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consunlption, he poltlts out, depends not onlT upon the 
nunlbers of the people, but UpOIl the state of comfort 
that tlley enjoy. Since this is chiefly determined by 
the amount of the annual production, the production 
itself is therefore in Le Trosne's mind the ultimate 
cause of value. It decides how much the people are 
able to pay for what they buy.l 

In brief the position of Questlay and his followers 
seems to be that the exchallge value of raw materiai 
when it passes from the hand of the cultivators of the 
soil who produce it, or " at first hand," is determined by 
the relation of its consumption to its production, that 
the exchange value of finished goods illcludes in addi- 
tion, tlle value of what the worker has consumed ill 
living while changillg the forul of the raw material. As 
the consumption ill botll cases is regarded as repre- 
senting the cost of the production, cost is the ultimate 
cause and measure of value. 

To the orthodox physiocrat, value was cost made 
manifest in a rate of excllange predetermined by the 
condition of things, s: e., by the actual production com- 
pared with the necessary consumption. Hence the 
statement that in exchange equal value is given for equal 
value, as often reiterated by tllem, was a mere truism, for 
if the cost detertnined the rate of excllange, things would 
exchange in proportion to costs. Tlle doctrine was IlOt 

a new olle, as we have seen. The canonists believed 
that whenever prices were just, equal value was ex- 
changed for equal value. The commoll mercantilist 
opinion that if one party gains in an exchange the other 
loses, considered in collnection with the distilletion be- 
tween real or intrinsic value and market value, involved 
the same conception. For if goods were exchanged at 

lDe l'interest sociale, p 8sos eZ seq 



American Economis Alssociation. [628 9o 

their intrinsic or cost values, neither party would gain 
or lose, since values would be equal. But market value 
which was greater or less than intrinsic value, permitted 
one side to gain, while the other lost, an amount equal to 
the difference. The orthodox physiocrats disregarded 
temporary variations in vallle. They kept in view only 
llorulal exchange value determined by cost. Therefore 
they announced tllis proposition as a general principle 
anci drew from it the conclusioll that foreign commerce 
although of solne benefit to a nation, was not of great 
importance. Far frotn ilacreasing the wealth of a 
country, it was tnerely all expense.l They advocated 
freedom of exchange, bllt they desired the development 
of internal rather than foreign commerce. 

Thetheory of value held by Quesnay and his fol- 
lowers was the logical companion of their imperEect 
conception of wealth. They saw that allRthings which 
are useci by man cozne originally from the earth, that is, 
are "gifts of nature." Tlley also recognized that the 
ollly motive for industry of any kind is the necessity of 

- procuring things capable of satisfyillg the wants of 
man. But they did not put tllese two facts together, or 
understaIld their relation to each other. When 
l,eTroslle said that value is the quality that makes 
products wealtll,2 he dollbtless meant that the degree to 
which products are wealth is indicated by their value; 
but he o-lCfered no adequate explanation of this truth. 
Those "gifts of llature'' which llave value are wealth, 
because value is the social expression of that 1lsefullless 
wllicll Eurnishes the motive for industry. This fact 
physiocrats like Quesllay and Le Tlosne never really 
comprehended. Ther recognized value in use, but con- 

1 Quesllay, Oeuvres, p. 286. 
2 AnZe, p. 86 
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sidered it of no importance in economics; they also 
acknowledged lltility to be a necessary condition of 
value, but saw no connection between utility and the 
amount of value. They therefore failed to see that the 
amount of wealth is dependent UpOIl the amount of 
utility that is embodied in material thilags, and that 
labor other than the ctlltivation of the soil, by creating 
new utility must produce wealth. 

The best exposition of physiocratic theory was made 
by Turgot, who, not likillg its dogmatic tendencies, re- 
fused to identify himself with the scllool. Nevertheless 
his thought was essentially the sarne UpOIl all points 
vehich the physiocrats considered ftlndamental. His 
treatmetlt of sralue, however, diSers frotrl theirs, not so 
much in its final outcome, as because he has developed 
it psychologically while the method of Cantilloll and 
the school of Quesnay is mechanical. They explain 
value by causes which are collceived as working of 
themselves apart from any effect Q11 the mind and 
feelings or people. Turgot, on the other hand, sees in 
value the eSeet of external conditions acting through 
humall feeli ngs. Indeed, throughout his systelnatic 
treatment of political ecollomy he does not lose sight of 
the psychological element, yet he is unable to break 
away entirely from the materialism of the physiocrats. 
Turgot, however, was not alone in his time in develop- 
ing a theory of value upon psychological grounds. He 
acknowledged illdebtedness to Galiani, Abbot of Naples, 
whose workl upon money should be regarded as be- 
longing in line with the works of Davanzati and 
Montanari, though occupying a position much in advance. 

Galiani had placed himself in opposition to the 

1 Della Moneta, Scrittori classici Italiani di economia politica, parte 
moderna, tomo, iii and iv. The work was first published in I750e 
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physiocrats in a controversy upon the coznmerce ill 
grain claiming that they were too absolute in their con- 
clusions as to freedom of trade. His object in writing 
the book referred to, was to show that money gets its 
value llot from the convetltion of society, but just as 
any other commodity gets its value. This led him to 
explain the cause of value in general. He derives it 
from the desire for satisfaction inherent in the heart of 
man. He says, " One can, I believe, say that esteeon or 
value is an idea of proportion between the possessioll of 
one thing and the possession of another in the concep- 
tion of a man." 1 This proportion is an equality be- 
tweell two things, so that a man careful not to have his 
enjoyments frustrated, exchanges one for another and 
there is neither loss nor gain. Thus value according 
to Galiani depends not only upon the feeling we may 
have aboelt a thing, but also upon a comparison be- 
tween this feeling and the feeling we may have for 
something that must be given for it. He fails to see, 
however, tllat in this case it is inconsistent to say that 
in an exchange there is neither loss nor gain, for both 
parties must gain. Yet the conception of the depend- 
ence of value on human feeling is very plain in his 
thoughtb He shows that since human dispositions 
vary, the values of tllings vary. On the one hand, 
there are the tllings generally sought which have what 
one may call current valtle. Other things draw their 
value from the individual desire of those who covet 
them alld of those who gi ve them up. Value, he 
maintains, is a composite conception and can be analyzed 
by a calcultls of utility and scarcity. Air and 
water have no value because they have no scarcity. A 
bag of sand from the beaches of Japall would be rare, 

1 Della Moneta, libro i, page 58. 
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but would be of no value because it would have no 
utility. 

He takes up first the calculus of utility. Many 
doubt that there can be great utility in some merchan- 
dise of great price; therefore it is necessary to explain 
utility at length, and the way it is measured. " I call 
utility," he says, " the aptitude that a thing has for pro- 
curing us happiness. " Having lloted that we have 
other wants and passions besides those of eating, drink- 
ing and sleeping, which arise when these are satisfied, 
lle draws up a classification of goods according to 
utility as follows: " In the series of useflll things the 
first are the eleonents; then comes man, who, of all 
things is the most useful to another mall; then the 
things which serve for nourishment, tllen those which 
serve for clothing, then tllere follows those which serve 
for habitatioll, and in the last place those wllich serve 
as the less important commodities and for the satisfac- 
tion of the secondary desires of man." The statements9 
"a natural calf is more 1loble tllan a golden calf, but 
how much less prized," " a pound of bread is more use- 
ful thall a pound of gold," Galialai calls " shameful para- 
logisms," that are due " to ignoring the fact tllat lllore 
or less useful are relative terms and that tlleir import 
corresponds to the different states of persons." Further 
on he speaks of the influence of fashion upon value alld 
upon our ideas, " it has the effect of causing the utility 
of things to vary by causing the enjoyment caused by 
their use to vary." The value of things unique like 
the Venus de Medicis, or products of monopolies, is not 
infillite or indefinite, but corresponds to the needs and 
desires of the purchaser and the estimation of the seller. 
Thus GaliaIli recognized the personal or subjective 
nature of utility and saw that the value of some things 



Smerican Econozzic Sssociafiov. [632 
94 
is but the result of a coznparison between subjective 
utilities. 

Taking up scarcity Galiani defines it as the propor- 
tion existing between the quantity of a thing and the 
use made of it. Use is not destruction only but sucll 
occupation of a thing, that while one person uses it, it 
cannot satisfy allother. Both destruction and the with- 
drawal of things frorn commerce can raise the price of 
those that are left, but the fortner more than the latter. 
He next makes a distinction familiar in modern 
econotnics, that between goods which catl and goods 
which eannot be reproduced at will. There are two 
classes of things as to quantity: the first is those whose 
quantity depends upon llature, as fruits of the earth 
and animals, the second those which depend upon labor. 
In analyzing the second class in regard to quantity, 
one needs to consider only labor, becatlse the qtlantity 
is proportional to the labor. In analyzing labor there 
are three elements to be considered: the nutnber of 
people etnployed, the time spent, the different quality 
of the work. There are some things, as a bale of clotht 
whose value is equal to the nourishmellt of the number 
of persons employed during the time necessary to filisll 
the work. In an analsis of the time spellt, it is 
necessary to coIlsider the time speIlt in rest, alld also in 
holidays. If a man work three hundred days in the 
year and produce one hundred pairs of boots the value 
of these boots will correspond to his nourishment for 
one year. If another rork three hundred and sixty 
days and produce one hundred and twenty pairs of boots 
he call sell them one fifth cheaper than the first, " for 
he will have no need of drawing from one hundred and 
twenty pairs of boots a gain superior to that which the 
first drew from his one hundred pair." Some laborst 
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by their nature, cannot be practiced continually, as in 
the fine arts. Arts, also which require long apprentice- 
ship and impose great expense on parents, are paid 
more dearly. So pine or walnut is dearer than poplar or 
elm because of the slowness witll which it grows. The 
value of the various talents of man, Galiani thinks, is 
governed by the same principles that govern the price 
of inanimate things. Divine Providence has made 
the most necessary talellts, such as agriculture, the 
commonest. Peasants are as the bread and wine of 
men, philosophers as the precious stones. 

After this interesting and acute analysis of utility 
and scarcity Galiani concludes in the following manner. 
" I have now said enough of the principles upon which 
value depellds; one knows now that these prillciples 
are certain, constant, universal alld foundecl UpOll order 
and tlle nature of the things of this world, nothing is 
arbitrary and fortuitous here below, but all is order, 
harmony and necessity. Values are various but not 
capricious. Their variations even are subject to an 
order, to an exact and unchangeable rule. They are 
ideas: but when they are founded upon needs aIld en- 
joyments, that is to say upon the internal constitution 
of man, our ideas are essentially just and stable." But 
he warns his reader against thinking that value is easily 
determined, as might seem after what has been said. 
Value cannot be determined a XSrsowri, for scarcity and 
value depend upon consumption, and consumption 
varies according to value. The problem contains two 
unkllowns and hence is indeterminate. Price inflllences 
consumption. Each coolsumer desires things according 
to the inconvenience and labor that their acquisition 
costs. If the inconvenience be great he prefers to use 
things having less value. Consumption is governed by 
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price which is itself boverlled by scarcity; in years of 
bad llarvest the price is higller and the consumption 
less, i. e., a people DpeIld ollly a fixed amouIlt for col-n, 
which ill some years buys more, in others less, according 
to the harvest. As prices are lowered desires grow. 
Hence an equilibriuln is preserved. Prices telld to 
seek a level. 

Galiani did 1lOt think it necessary to distinguish be- 
tween value in use and value in exchallge. What he 
had in mind, however, was exchange value. The 
amount of value, lle sllows, depends UpOll a combination 
of utility and scarcity, oneaning by the latter supply in 
relation to demand, 13ut while the precise value cannot 
be kllown a XSYiors; because each of the two is a variable, 
the result is llOt fortuitous but according to law. 
In this he has given a qualitative rather than a quanti- 
tative analysis of the law of value.l 

Turgot treated of salue in two works, in his " Reflec- 
tions otl the formation aold tlle distribtltion of riches," 
which was written about I766, and in an unfillished 
essay elltitled " Value andl money,"2 which according to 
Daire, was apparently intended fol the Dictionary of 
Cotntllerce projected by tlle Abbe Morellet.: It was 
written about the .same time as the Reflections, and is 
the more elaborate treatment of tlle two. In tllis essay 
he begills with the etylnology of tlle word zJaZeur. 

It is tlle sul)stalltive of zJaloir which is froul the Latin 
z>aZere signifying force, vigor, also to be well. This 
meaning is retained in the worcis valid, invalid alld con 

1 Della Moneta, libro i, cap. ii. On Galiani see A. Dubois, Les 
theories psychologiques de la valeur on xviiie siecle, ila Rea?ze 
d'Econovgie politiquze, Sept. and Oct., I897. The last number contains 
a translation into French of that part of Galiani's work relating to 
valtle. See also Graziani, p. 99. 

2 Valeur et monnaies, Oeuvres, vol. i, p. 75-93. 

3 Daire, Notice historique sur Turgot, Oeuvres, vol. i, p. 45. 
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rralescence. The words zyaZo?r and zoaZessr have in 
common usage a sense different from that which they 
have in commerce, but which is nevertheless the basis of 
the latter. " It (zJaZoir) expresses that goodness relative 
to our needs by which goods and ,ifts of nature are 
regarded as adapted to our enjoyment, to the satisfaction 
of our desires. OIle says that a stew is worth nothing 

when it is bad to the taste ....................... The adjectives bad, 

mediocre, good, excellent, characterize the diSerent de- 

grees of this kind of value ....................... Although this 

goodness lnay be always relative to us, we have llexrer- 
theless in view, in explaining the word value, a real 
quality, intrinsic to the object and by which it is suited 
to our usage." This last statement has beela charac- 
terized as an " unfortunate phrase in which the autllor 
confounds the collditions with the cause of value," and 
stigmatized as being " in forlmal contradictioll with his 
theory and with the definition which lle assunles." 
What Turgot probably meant, however, was that value 
is something concrete, llot an abstract relation, such as 
is implied by tlle expression, ratio in exchange; it is a 
definite amount of excellence or importance attributed 
to the object valued; btlt in his desire to make clear the 
collereteness of his idea he confused value with utility. 

Turgot begills llis analysiq with the simplest case 
imaginable, tllat of tlle isolated mall. This individual 
seeks an object which lle judges adapted to his enjoy- 
mellt, " he will find it good, and this relative goodness 
can be absolutely termed value." " But this value, not 
being compared with other values, will not be suscept- 
ible of yneasurement, and the thing which has worth 
will not be rated " (ezyal?ee). Measurement of value or 

Dubois, Rev. d'econ. pol., vol. xi, p. 859. 

7 
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valuation comes with the comparison of objects with 
respect to the enjoyment they can give. At first the 
isolated man compares only present enjoyments and 
thus values things only in relation to present enjoy- 
ment; but in the course of time future enjoyments 
enter into his calculations, and value is estimated also 
in things which, although incapable of contributing to 
enjoyment at present, will, if held in possession, do so 
at a future time. " Thell the man begills to compare 
his wants, to proportion the quest of objects not only to 
the quick impulse of present wants, but to the order of 
necessity and utility of diSerent wants." To the gen- 
eral capacity of a thillg for satisfying a present want 
Turgot apparently assiglls the term excellence, while 
he assigns the term utility to the power of a thing to 
satisfy a future nvant. But the order of excellence, he 
explains, enters into or modifies the order of utility, 
" for the pleasure of the more lively enjoyment which 
this degree of excellence produces is itself an advantage 
which man (ompares with the greater urgency o£ the 
thillgs of which he prefers an abundance to the excel- 
lence of a single one." The necessity of providing for 
future wants and the sentitnent of present need are two 
considerations UpOll which the isolated man bases his 
estimation of value. A third consideration is " the 
greater or less difficulty which man faces in procuring 
the object of his desire, for it is very evident that, be- 
tweell two thillgs equally useful and equally excellent, 
that which requires more trouble to acquire appears to 
him much zzlore precious, and he will employ more 
care and effort to procure this thing for himself. " 
" This is the reason why water in spite of its usefulness 
is not regarded as precious in the country where it 
abounds, .... but in the desert it has an infinite 
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price. " Thus even before we come to exchange we 
find scarcity an element in valuation. Turgot here 
uses scarcity as another name for difficulty of attain- 
ment, and makes a somewhat equivocal attetnpt to re- 
duce the conception to that of utility. " It is necessary 
to remark, " he says, " that this esteeln attached to 
scarcity is again founded on a particular kind of utility, 
because it is more useful to provide one's self in ad- 
vance with a thing diEcult to obtain than with one 
more clloice, and man makes more eHort to appropriate 
the former." These three considerations, namely, the 
sense of present need, the llecessity of providing for 
futllre wants, and the cliifficulty of attailllnent, or ex- 
cellence, utility and scarcity, "are all," says Turgot, 
"which enter into the determinatiotl of the kind of 
value that is relative to isolated man." " To designate 
it," he continues, " by a suitable name we shall call it 
estimative ralue (zoalesgr esSimaSzzoe), because it is in 
effect the expression of the degree of esteem which 
tnan attaches to the different objects of his desire." 

Thus far Turgot's analysis has been qualitative. He 
has shown that value arises out of the desires of man 
which are proportional to one another, occupying 
different places in a scale of values. He now wishes to 
discover what determines the amount of each particular 
value, or the measure of value, in the case of the 
isolated tnan. This measure he finds to be " labor, the 
employment of his faculties and time," which luan must 
pay in a primary comulerce with 1lature to obtain the 
objects of his desire. Diiculty of attainulent as one 
of the causes of estimative value has thus far flgured 
as one incentixe of desire, " that which he will haare 
more trotlble to obtain appears to him more precious, 
etc."; now this necessary trouble appears as the measure 
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or denotninator of value, the price paid for the object 
in a primary commerce with nature. The valuation 
wllich he has put upon the object because of its im- 
portance to his well-being, what is it but " the account 
whicll he renders to himself of that portion of llis labor 
and his time, or to express these two thiolgs in a single 
word, of that portion of his faculties which he employs 
in the quest of the object valued, xvithout sacrificing to 
it the quest of other objects equally or more important ?" 
The unit of the scale of comparison of values is then 
the sum total of a man's faculties, and each valuation 
is a fractioll of this ullit. "It is precisely the portion 
of the total of his faculties which responds to the desire 
which he has for the object, or which he is able to em- 
ployto satisfy the desire.... One may say, in other 
terms, that it is the ratio of that proportional part to 
the total of the faculties of man, a ratio which would 
be expressed by a fraction which svould have 
for numerator olle of the numbers representing the 
rralues or the equal proportional parts that make up the 
total of the faclllties of the man." If these numbers 
were I 2 3, 4, 5, etc., up to IOO thell the valuation of 
a particular object of desire would be expressed by .OIX 

.02 or.o3, etc., according to the proportional part of his 

faculties 1lecessary to obtain tilat object. This illgenious 
explanatiool was inspired by a statelnellt of Galiani 
which had impressed Turgot alld which he epitoznized 
by the phrase, "the coznmon measure of all value is 
man." Galiani said: "The price of things, that is to 
say the proportion existing between things alld our 
wants, has not yet a Sxed rtleasure. Perhaps one tnay 
be found. FNor my part, I believe that there is no other 
but man himself.'' 1 What Turgot really means is that 

lDubois, Rev. d'econ. pol., vol. xi, p. 852. 
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the personal valuation or, to use his own term, the esti- 
mative value is deterlnined by that personal sacrifice 
which the nature of the case requires. No isolated man 
will be apt to attach a greater importance to the object 
of his desire than what corresponds to the efort he must 
make to obtain it. This is a cost theory of value. But 
the merit of Turgot's explanation is that it shows that 
cost affects value, by first limitirlg desire. 

Turgot now comes to exchange value. For this part 
of his exposition he supposes two men cast UpOll a 
desert isle in the midst of the northern eiea. One has a 
superabundance of fish, the other a superabulldallce of 
skins. They will demand each of the other llis surplus 
in order that tlle one need not be cold or the other go 
hungry. Each will give the other what he demands, 
and thus commerce will be born. What has happened 
in this case is that the surplus portions of the two com- 
modities, otherwise useless, have acquired a value in the 
eyes of their possessors which they did not have before; 
each has placed a value upon that of which he had no 
personal lleed. It is probable that in this first situation 
the debate upon the coladitions of exchange will not be 
very lively; all the surplus fish will be givetl for all the 
surplus skins. " But let us change the supposition a 
little, let us give to these two men an interest in guard- 
ing their surplus, a motive for attaching value to it; 
let us suppose that instead of fish one has brought corn, 
wllich call be preserved a long time, and that the other 
illstead of skins has brought fire-wood, and that the isle 
produces neither grain nor wood." Unfavorable condi- 
tions, such as a stormy seasoll, tnake it impossible for 
either to return to the continent for more supplies. 
Tlle man with corn needs wood to keep from freezing, 
the possessor of wood desires corn that he may llot 
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starve. There is great lleed of exchange, but each one 
will calculate the force of his needs to determine his 
interest in keeping that which he has and in acquiring 
that which he has not. " In a word, he will fix pre- 
cisely the estimative value of each interest in relation 
to himself. This estimative value is proportional to the 
interest that he has in procuring for himself the two 
things; and the comparison of the two values is evi- 
dently only the comparison of the two interests." Each 
is also animated by the general illterest of keeping as 
much as he can of his thing and of acquiring as much 
as he can of the other's thing. Bach holds in secret his 
own estiluative value aold sounds the possessor of the 
thillg he wants by small offers and large delnallds. 
" They dispute upon the conditions of exchange, and as 
both have a great interest ill agreeing,, they will agree 
at last." They exchatlge, let us say, four measures of 
corn for five armfuls of wood. Bach one without doubt 
places a higher estimative value upon that which he 
receives thatl upon that which he gives. This " is 
essential to the exchange, for it is the sole motive of it. 
Each one would remain as he was if he did not find an 
interest, a personal profit, in exchatlging.'' This view 
of exchange is in agreement with the geIleral physio- 
cratic doctrine that exchange is for tlle advantage of all 
who take part, but Turgot was apparently the first to 
explain it as a gain in value. And even to him it is a 
gain in estinlative value only. This gain is precisely 
equal on each side he tnaintaills, "for if it were llot 
equal one of the two would desire tlle exchange less than 
the other alld would force him to come down inhis price 
by making a larger offer. It is then always exactly 
true that each one gives equal value for equal value." 

" Let us see precisely what this exchangeable value 
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is," Turgot continues. It is not precisely estimative 
value, for in the determination of estimative value each 
man separately compared two interests. "In the de- 
termination of the exchangeable value there were two 
men comparing and four interests compared, but the 
two interests of each of the two participants have first 
been compared by tllenl apart, and these are two 
resultants which are afterwards compared together, or 
further debated by the two participants, in order to form 
a mean estimative value which grows into precisely the 
exchangeable value in question, to which we may give 
the name appreciative value, (zJaZevr apprecscrGizoe), be- 
cause it determines the price or the condition of 
exchange." Appreciative value is of the same nature 
as estimative value, but differs from it in that it is a 
mean estimative value. "We have proved that the 
estimative value of an object for isolated man is no 
other than the ratio- between the portion of his faculties 
which a man can devote to the quest of this object, and 
the total of his faculties; then the appreciative value in 
exchange between two men is the ratio between tlae sum 
of the portions of their faculties which they will be dis- 
posed to devote to the quest of each of the objects of 
exchange and the sum of the faculties of the two men." 
By reducing both estimative value and appreciative 
value to terms of energy, Turgot has shown how ex- 
change value is but an outgrowth of individual valua- 
tions. 

Appreciative value, he next points out, is not a ratio 
between two things exchanged, " or between the price 
and the thing sold, as some persons have been inclined 
to think," but it is the value of each of the thlngs 
compared, which two values are equal. " One must not 
confuse," he says, "the values which have relation of 
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equality, with this relation of equality which supposes 
two values compared." Turgot wishes to guard his 
reader against confusing the thing itself with the 
mathematical expression of the thing. Appreciative 
value is a deElliteattribute of the thing valued, but it 
may be expressed as a ratio in exchange. 

Value cannot be announced by itself, the fraction of 
energy or hutnan faculty to which a particular value is 
equal, cannot itself be expl-essed. The numerator is 
" a thing inappreciable." Besides in a calculation of 
these faculties it would be necessary to consider time. 
Here it is diScult to fix upon a suitable Ullit or to esti- 
mate titne in its relation to its many different kinds of 
employment. Thus while it is impossible to express 
value in terms of itself, it can be and is announced by 
price, that is by stating the quantity of what is given 
for that which is bought, or by saying that a certain 
quantity of one thing is equal to a certain quantity 
of another thing in value. Turgot here takes consider- 
able pains to show that that in which the price 
is expressed is not itself a real measure of value. A1- 
though the use of the two words value and price inter- 
changeably is, to be sure, sufficiently exact for the 
language of cotnmerce, since in every exchange each 
quantity of the things exchanged serves reciprocally as 
the price and to express the vallle of the other, never- 
theless those two words express essentially different 
ideas. The number of aliquot parts of one thing that 
is given for another thing in exchange 1lo more measures 
the value of that thing than the ell of France measures 
the vare of Spain, although the latter may be expressed 
in terms of the former. Simple as this truth is, lsurgot 
remarks, it has often been misunderstood by very good 
minds and administrations have been led into error, as 
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in the case of the famous system of Law. Thus he 
would llave us understand that although values may be 
expressed or denonwinated in terms of paper money, the 
delaominations are not measurements of them, they can 
only be measured by tlle hulnan ellergies necessary to 
produce them. 

Having thus far explained the fundamental concep 
tions of value on the simple hypotheses of an isolated 
man and two exchangers, Turgot next proceeds to com- 
plicate his conditions. He supposes four men instead 
of two, but only two things, corn and wood. If these 
four men are divided into pairs which are separated 
from each other there will be two different appreciative 
values, but this will not prevent each mall getting an 
equal value for equal value given in each case. If the 
four men come together and learn tllese rates of ex- 
change, the conditions of exchange will at olace be al- 
tered, there will be a new appreciation of tlle value of 
wood and of the value of corn, which will be the satne 
in the two exchanges and for the four participants. 
The same quantity of wood will be given for tlle same 
quantity of corn in each exchange, for " if one pos- 
sessor of corn would take less wood than the other for 
the same quantity of corn, the two possessors of wood 
would address themselves to him for the profit of this 
reduction." He would then raise his detnand for wood, 
while the other possessor of corn would lower his. 
This would continue until the two possessors of corn 
would offer the same quantity for the same quantity of 
wood. 

At this point the fragment, Value and money, ends. 
In the Reflections, which Turgot himself charac- 
terized as " a sketchy sort of atlalysis of the labours of 
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society and of the distribution of riches," 1 he does not 

attempt a lengthy description of estimative and appre- 

ciative value, nor does he use these terms. But after a 

short explanation of the " principle of the valuation of 

commercial things," he proceeds to shonv how " the cur- 

rent value establishes itself in the exchange of com- 

modities. " The process is the competition of de- 

manders on lDoth sides, and finally "it is fixed by the 

balance of tlle wants and abilities of the whole body of 

the sellers of corn with those of the whole body of the 

sellers of wine ......... The price midway between 

the diSerent offers and the different demands will be- 

come tlle current price, whereto the buyers and sellers 

will conform in their exchanges. " 2 

In cotnparison with Galialli, Turgot's treatment of 

value fails in that he has not given so complete and 

satisfactory an analysis of utility; but while Galiani 

regards the labor element as afl ecting value chiefly 

through its effect upon the element scarcity, Ttlrgot 

has given it a fundamental position, making it the 

ultimate measure and determiner not only of exchange 

value bllt also of personal or private value. It is nota- 

ble that he has made no distinction between subjective 

and objective as applied to value. Both exchange or 

appreciative value and estimative value are of the same 

kind, alld both are subjective. Turgot is vastly 

superior to the physiocrats in psychological analysis, 

but the outcome is not essentially different. In a letter 

to Hume, he says: " And you justly observe that it is 

not taxes, high or low, which determine the price of 

wages, but simply the relation of supply and demand. 

t I,etter to DuPont, Dec. 9, I766, Turgot, Econ. classics, IIO. 

2 Reflections on the formation and distribution of wea]th, Turgot, 

Econ. classics, Q Q sssi, xssii. 
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This principle has certainly never been disputed; it is 
the only principle which fixes at the time the price of 
all the things which have a value ill colnmerce. But 
one must distinguish two prices, the current price, which 
is established by tile relation of supply to demand, and 
the fundamental price, which, in the case of a cotn- 
modity, is what the thing costs the workmall. In the 
case of the workman's wages, the fundamental price is 
what his subsistence costs the workmall'' 1 

The physiocrats carried on a very active propaganda, 
the economic reforms which they advocated were pre- 
sented. in every light, the theories upon which they 
were based were elaborated, and the views of their op- 
ponents controverted in numerous articles which ap- 
peared. upon the pages of their journals 2) or in more ex- 
tend.ed. treatises. The Abbe de Condillac callnot be 
ranked as an opponent of the school, yet he exhibited 
some fundamental differences whi.ch are of especial im- 
portance in a history of the theory of value. These ap- 
pear in a little work upon commerce which he published 
in I776e't :f:Ie agreed with the economists in their main 
thesis that the soil is the original source of wealth. 
But he maintained that wealth, in as much as it con- 
sists in things that have value, is increased by whatever 
increases value, that therefore commerce and the arts 
are capable of increasing wealth.4 The basis of this 
doctrine is the theory of value with which he begins 
his treatise. In his view the foundation of value is 
utility. Utility is founded upon the need we have for 

1 Econ. classics, p. I07. 

2 See Quesnay, Oeuvres, p. 378, et seq.; see also Higgs, The physi- 
ocrats, lecture vi. 

3 I,e commerce et le gouvernment considere relativement l'un a 
l'autre. 

4 Ibid., chs. 6 and 7. 
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a thing. " Accordin^, to this utility we esteem it more 
or less fit for the uses in which we wish to employ it. 
Now this esteem is what we call salue. To say that a 
thiIlg has worth, is to say that it is good, or that we es- 
teem it good, for some use." He significantly points 
out that it is not the utility itself but our knowledge of 
the utility of a particular thing ttlat causes it to have 
value. " One is inclilled,'' he says, to " regard value as 
an absolute quality, which is inherent in things, inde 
pendent of the judgment we elltertain of them, and this 
confused notion is a source of bad reasolling. I t -1s 
necessary then to remember that, although the thirigs 
have a value because they have the qualities wlricll 
make them suited to our needs, they will have no walufe 
for us, if we do not judge that they have in fact tlzee 
qualitie.S. Their value is then principally in the juclgw 
ment that we entertain of their utility." 

Not only the utility, but the state of the supply of 
the things that we need, is a cause of the degree. of 
esteem which we have for them. This is because nt In 
abundance, one feels the need less, because one d.oes 1l vt 
fear a shortage. XEtor an opposite reason one feels it 
more in scarcity and in dearth." A need more stroilgly 
felt, gives to a thing a greater value, a need less strongly 
felt, a less value. " The value of things increases then 
in scarcity, and diminishes in abulldance.'' Also a 
need a long way ofl will give a thing less value than 
a present need. Thus " the more or less of value, 
utility remaining the same, is founded on the scarcity 
of things or on their abundance, or rather on the 
opinion that we have of their scarcity or their 
abundance. I say vGiliSy remaining the sasne, because 
it is plain enough, that in supposing them equally rare 
or equally abundallt, one judges them more or less of 
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value, according as one judges them more or less useful." 
In illustrating these principles Condillac criticises the 
opinion that water has no value because " it costs 
nothing to procure it; and the value which it obtains 
by transport, is not its value, it is the value of the cost 
of carriage." " It is very astonishing" he says in 
answer, " that one pays the cost of carriage to procure 
a thing that is worth nothing, a tlling does not have 
value because it costs, as one may suppose, but it costs, 
because it has value." Cost he regards as consisting 
not lnerely of expense but of labor. Labor he defines 
as an action or a continuation of actions for the sake of 
obtaining an advantage. Even water at the bank of 
the river has value; it also has a cost, namely the action 
of kneeling to take it; " an action which is a very 
small labor, . . . but then the water has the least pos- 
sible value." But it is worth the labor performed to 
procure it. Condillac views cost, then, as neither the 
cause nor the measure of value, but the evidence of it. 
He also contends against the idea that a thillg can have 
value only as it has a certain debree of scarcity. "S 
cerZain degree of scavrcsGy. This is just what I do not 
mean. I conceive that a thing is scarce, wherl we judge 
that we have IlOt enough of it for our use; that it is 
abulldant, when we judge that we have more than we 
need. In fine, I conceive that a thing of which one 
makes nothing and of which one can make 
nothing has no sralue, and on the colltrary a 
thitlg has value when it has utility; and if it has not 
that by which it is useful, it will not have a greater 
value in scarcity atld a less in abundance." Condillac's 
conception is, in brief, tllat subjective utility is tlle 
ultimate source of tallle, while subjective utility made 
definite by the urgency of our need, which is itself a 
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function of scarcity, determil-les the aulount or degree 
of value. His theory is more consistently psychological 
thall that of either Turgot or Galiani. Neither of these 
writers realize to the same degree the itnportance of the 
psychological resSex 1 frozn Sllell exterIlal conditions as 
the state of supply, tlley do not speak in the same 
pointed way of utility, scarcity, labor, etc., as working 
througl-l the mind, through llulnan thought and feeling. 

Passing to the formation of price, Condillac discusses 
two cases of exchange. In the first case I exchange my 
surplus corn for your surplus wine; in the second my 
surplus is sufficient for you, but your surplus is not 
enough for me. In this case I will not give vou the 
whole of my surplus for yours, since I want sollle left to 
satisfy the balance of my need elsewhere, and you want- 
ing all tny surplus will not give all yours for any le.ss. 
After many reciprocal oSers a bargain is struck at valua- 
tions which lie between those first made of corn in wine 
and wille ill corll. " When all in general agree to give 
so much wine for so mucll corn, then the corn in rela- 
tiOtl to tlle wine and the wine in relation to tlle corn 
have each a value which will be recogIlized generally 
by all. " " Now this relative value gellerally recognized 
in the exchanges," he continues, "is tllat which is the 
foundation of the price of thillgs. Tlle price is then 
only the estimated value of one thing ill relation to the 

estimated value of another ...................... The tllings are 

reciprocally the price of one another." Further as to 
the nature of price, " In the first place," he says " the 
price of things is relative to the estiluation that we 
make of them; or rather it is only the estimation that 
we make of one in relation to the other, and this is not 
astonishing, for originally, price and estimation were 

1 Zuckerkandl, Zur Theorie des Preises, p. 45. 
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words entirely synonymous, and the idea that the former 
at first signified, is identical with tlle idea that the 
second expresses to-day In the second place, they are 
reciprocally the price of one another." The words price 
and value ought 1lot to be used interchangeably. 
" When we have need of a thing it has value; it has it 
by that alone, and before there is any question of mak- 

ing an exchange ........... It is only in exchange that it has a price and its price is the estimation 

that we make of its value when in exchange we com- 
pare its value with the value of allotller.'' 

The causes of the variations of prices Condillac holds 
to be first, abundance and scarcity, because they make 
needs more or less; and second, alterations in the rela- 
tive qualltities of things to one another, or, to use his 
way of putting it, alterations ill tlle llumber of 
people desiring to exchange one thilag in relation 
to the nutnber desiring to exchange anotller. I1a 
an exchange each party thinks that lle gives 
less valuc for more, otherwise he would not ex- 
change. This would always have been understood if 
exchanges had always beell made without money, for 
each one would have seen that he gave what was to him 
a superfluity for what was necessa.ry. But the adsrant- 
age in exchange is not always equal: olae may give of 
what is a superfluity to him to get what is a necessity, 
and the other may give of what is a necessity to him to 
get what is a greater necessity. In this case the fonner 
gains more than the latter. The use of tnoney as a 
cotnmon measure of value has led people to think that 
they exchange equal value for equal value. By this 
argument, in pointed opposition to the physiocrats and 
-Turgot, Condillac lays the foundation for his theory 
that wealth is increased by commerce. It was criticised 
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by Le Trosnel who maintailled with great persistellce 
the doctriole of Quesnay that in buying and selling 
there is only exchange of equal value for equal value, 
and that tllerefore colllmerce is not illstrumental in the 
production of wealth. 

The psychological theories of this period deserve 
more cotlsideration than they have received.2 They 
were attempts to trace economic phenomena to their 
ultimate sources. They were more profotlIld than any 
that-had yet been offered. But they were incomplete. 
Turgot saw that tlle judgment of lllan is controlled b5J 
external conditions and he made cost in terllls of etlergy 
the ultimate arbiter of value; but, although he did not 
wholly neglect it, he did not give su-fficient weight to 
the influence of the supply on hand, or the amount of 
enjoyment already obtained from the consulnption of a 
good, in other words the urgency of tlle specific want 
in deterlnilling the portion of energy aIly man would 
be willing to devote to the acquisitioIl of atlother good 
of the same kind. Cotzdillac, on tlle other hand, Ileg- 
lected tlle influence of cost UpOIl the judgment estimat- 
ing utility. Neitller saw in all its details the process 
by which wallt and provision for want mutually limit 
each other in determining tlle personal valuations of 
buyers alld sellers, before they enter the market where 
all exchange value is finally set UpOIl the good. 

The psychological lnethod did not appeal to the 
orthodox ph;siocrats. The object of their investigations 
was after all practical rather tllan theoretical, they were 
really seeking measures by which national prosperity 
collld be secured and not the ultimate causes of certain 

1 De l'interest sociale, Daire, p gos. 
42 For an exposition of these theories see an article in the Revue 

d'Econoslie poliSique, Sept. I897, by A. Dubois. 
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phenomena interesting in themselves as unsolved prob- 
lems of nature. They did not derive their measures 
from general principles already estalDlished, but sought 
these principles to support the measures. Economic 
science did not give birth to the smp/ agnzqage, and the 
policy of freedom of trade, but was itself born because 
these proposed reforms needed explanation. Slley cared 
little therefore for tlle fine-spull theories of the psycholo- 
gists. It was provillg notlling but what everybody ad- 
mitted, to show, for exarnple, that utilit is a llecessary 
conditioll of value. Tlley were prepared by the dis- 
position of the mercantilists to reckon the economic 
prosperity of society as one reckons the proSt alld loss 
of a private bllsiness. Therefore they preferred the 
mechanical explanations of value which derive it eitller 
from cost considered as the expenses of subsistellce or 
from the relation of deonalld ancl supply in the market. 
Mechanical th eories are usually represented by two 
classes of writers whom we Inay distinguish according 
as they give greater nveight, in explaining how the 
amount of exchange value is determined, to cost or to 
deonand and supply. The physiocrats emphasized cost. 
The writers n7ho eonphasize sllpply or denzand are 
represented, in this period, by Sir ;James Ste-uart, whose 
explanation deserves not to be passed over. He was a 
native of Scotlandbut had travelled alDroad extensively 
and resided for some years in France. There he no 
doubt became more or less fatniliar witll the icleas of 
the physiocrats. In I767 he published an elaborate 
work entitled " An Inqlliry into tlle principles of politi- 
cal economy." This work can scarcely be ralaked as a 
treatise upon economic science; it is rather a series of 
dissertations upon the difFerent parts of what tlle author 

8 
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calls the "domestic policy in free nations." He htas 
been called a moderate mercantilist, and this title best 
describes him.l 

Steuart by 1lo means overlooks the element of cost in 
the determination of value, for he says that in the price 
of goods there are two things: the real value of the 
commodity, and the proSt upon alienation." When a 
manufacture coznes to be sold, there must be knowll: 
I. (i How olluch of it a persoll call perform in a day, a 
week, a ollonth, according to the nature of the work, 
which may require more or less time to bring it to per- 
fection. . . 2. Tlle value of the workman's subsistence 
and necessary expense. . . 3. The a?alue of the materials. 
These three articles being knowll, the price of tlle 
manufacture is determilled. It cannot be lower than 
the amoullt of all three, tllat is, than the real value; 
whatever it is higher, is the manufacturer's profit. This 
will ever be in proportion to demand, and therefore will 
fluctuate according to circumstances."2 This is Steuart's 
explanatioll of " how the prices of thillgs are determined 
by trade." Il1 his treatment of money and coins he 
enumerates the following principles which determine 
the value of things. " Tlle value of things depends 
upon the general combinatioll of many circumstallces, 
which however may be reduced to four principal heads: 

I lno. The abundauce of the things to be valued. 
2 do. The demand which mallkind make for them. 
3 tio. The competition between the demanders; and 
4 to. The extent of the faculties of the demanders." 

The function therefore of money, he adds, " is to publish 

l Cossa, Introduction etc., p. 234; see also (Dunningham, Eng. 
industry and commerce, vol. ii, p. 429-3I; and Zuckerkandl, p. 4I. 

2Inquiry into the principles of political economy, vol. i, pp. I8I, 

I82 . 
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and make knowll the value of things, as it is regulated 
by tlle colllbination of all these circumstances." 1 

Steuart's treatulent of demand is interesting and in- 
geniolos. Demalld statlds to trade as wants to bartering. 
Demand is relative to merchanctise. A ship arrivillg in 
port oflers, while the port demands; a ship unloaded 
demallds, wlaile the port offers. Demalld is simple or 
compound,-silnple when there i.s no colapetition of 
interests demandinb, compoun(l when tllere is such 
competitioIl. It is great wllen the quantity demallded 
is great, small when tlle qualltity delllancled is small. 
It is high wllen the competition of buyers is great, low 
when the cotllpetition of sellers is great. The conse- 
queIlce of a great demand is a great sale; of a higll de- 
mand a great price; of a slllall demalld a small sale; of 
low demand, a low price. 3Delnand encourages industry, 
arld when it is regularly made, the effect of it is that the 
supply is for the most part in proportion to it. Then de- 
manclis sitnple; btlt circtlmstallces lllay rtlake it COlll- 

pound, as wl-len the losual supply unexpectedly fails. The 
consequence of this is a competition among buyers which 
raises current or ordillary prices. Whence colnes the 
saying, detnand raises prices. Demancl aSects prices 
diflerently accordillg as it is a demand for necessities or 
things to which people are indiflerent; also accordilog 
as it is a deluand lnade by consutners, or by merchants. 
Steuart had the sanle fundamental collception of value 
as the other writers of his period who treated tlle sub- 
ject mechanically. There is a real intritlsic value de- 
termined by cost, and a market value determilled by the 
relation of delnand to supply, arld whetller tlle value is 
higll or low depends upon whether the competition be- 

1 Inquiry, etc., p. 52I. 
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tween buyers or between sellers is the more intense. 
But his analysis contains little of importance beyond 
serving to illustrate a mechanical explanation from de- 
mand and supply, whicll is a working out of what had 
already been sllggested by Locke and Law. 

CONCLUSION 

What now are the main features of the evolution-of 
the theory of value up to the point we have reached? 
What has been the progress in the conceptions of the 
nature of value, anci in the analyses of the causes which 
determine the amount of value ? 

'rhe evolution of the conceptions of the nature of 
value is marked by two main features: tlle first is the 
growth of the conception of exchange value, and the 
secolld is the advance of a subjective collception of 
value. The time honored distinction between value-in- 
use and value-in-exchallge may be safely regarded as in- 
accurate, for it iolvolves two ideas that are not mutllally 
exclusive. Value-in-exchallge is really a kirld of value- 
in-use, to purchase other goods being one way of using 
a good. A better distinction and one which does not 
have this objection may be drawll not between two 
kinds of value, but betweell two phases of vallle accord- 
ing to the llature of the valuing subject. If the value is 
the product of the mental alld el-notional activity of a 
single individual one phase is represented, or if it is the 
comtnon product of the thinling and feeling of many per- 
sons CollStitUtillg a society anotller phase is represented. 
These phases may be designated briefly as personal or 
individual value, and social value, although these terms 
are not without objection.l But tlle use of the tertns 

lThey are used by Wagner, see Lehrbuch, part i, vol. i, p. 329. 
Prof. Wm. W. Folwell uses the tertn valuation in the sense here in- 
tended for personal value in lectures before his elementary classes. 
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subjective and objective? which have been suggested) is 
still more objectiorlable because social value, although 
obJective to the individual lnind, is still subJective to 
the mind of society.2 Exchange value} according 
to the distinction we have made? is but a form 
of social value, it is the importance that is socially 
attached to goods because they are able to procure other 
goods ill exchanget it is the purchasing power they 
are deemed to possess. 

We have seen that the conception of exchange value 
depended upon particular historical conditions. These 
conditiolls were two. first} a iimoney ecollomy,} or 
better, that state of econolny in which goods are pro- 
duced to sell} and in which each person expects to 
satisfy llis wants by buying and not by making the 
thing he needs} second, a supreme interest in indus- 
trial actisrities spreading among people generally. The 
first ollly of these conditions was realized in ancient 
Greece and Rome. Among both peoples t}le concep- 
tion of exchange value did appear} but because the 
second condition was wanting it was not nzade in any 
general way alo obJect of scientific investigation and 
discussione :Even Aristotle, whose description of ex- 
change value is the most completet treated economic 
phenometla as subordinate to ethical. 

During the middle ages neither of these conditions 
were present. It was a time when the prevailing econ- 
omy was ;4 natural t t when the social constitution was a 

system of dependent personal relationships i and econb 
mic regulation was the function of small, more or less 

2 Dietzel maintains that a distinction between sllbjective and objec- 
tive has some point in ptactical economics which deals with objective 
fair or just values} but not in iheoretical economics which deals with 
value only as a product of the mind. Theoretische Socialokonomik, 
p 2I2 in Waerl Lehrbuch part ii, vol. i. 
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self-sufficient, communities. Consequently it was a 
period of particularism ill thought. Value was an object 
of reflection, not as a general conception, but only as 
applying to this or that good. It was the worth of the 
thing in itself, not its power to procure other things in 
exchange thal: was thought of. The value existed be- 
fore an exchange lvas made, and as the common estima- 
tiOll of the community it was the criterion bv which to 
justify the price. 

At the close of the rniddle ages tne tvi70 conditions 
came into existence as an effect partly of the growing 
activity in buying and selling, and tlle expansion of the 
circle of common economic interests, and partly of the 
replacetnent of local by national regulation rvhich accom- 
panied the bleaking down of tlle feudal systeln and tile 
development of the nation and state. Not only was a 
" motley economy" -fully established, but industrial af- 
fairs were extensively discussed and written upon, and 
national policies were shaped largely by coInmercial in- 
terests. Value became a general conception a1ld was so 
commonly thought of as standinC for tlle purchasing 
power of the good, that the term price, the concrete ex- 
pression of tllat power, xvas used as a synonym. But 
purchasing posrer was recognized as a characteristic of 
money before it was recognized as a characteristic of 
goods. This is illustrated by Puffendorf's dennition of 
" eminent price ", and in the early 1nercantile theory that 
a nation in order to commalld purchasing power must 
possess money or treasure. But with the enlargement 
of experience ill trading, money gradually assumed the 
role of a mere instrument of exchallg-e and goods were 
seen to be the beginning and the end of every trans- 
action, to be the only final means of payment. When 
the conception of exchange valtle was once grasped it 
became the predominant conception. Locke announced 
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in economic discussions. He has been followed not only 
by the physiocrats, but by most modern economists UI1- 

til value in economics has generally coIne to mean ex- 
change value. 

We cozue now to tlle second feature of the evolution 
of the concept of value, namely, the recognition of value 
as subjective. Value is naturaIly thought of first ob- 
jectively. Indeed, " value" is not thought of at all, but 
thve valve, which is conceived as a quality of the object 
valued. That value may be understood in the subjective 
sense it is necessary that it becolne an object of scientific 
thought. The question should be, not xvhat ought to be 
the value, but what is value ? The latter question was not 
asked until the former had occupied me1l's minds for a con- 
siderable period of time. Yet in those discussions which 
grew out of the desire to find rules for right conduct we 
firld the foreshadowings of later subjective conceptions. 

Aristotle saw that all economic activities are caused 
by the variable wants of mankind and considered de- 
matld to be the ultimate measure of value. But when he 
said that a just exchange is one by which equal value 
is given for equal value he obviously had objective value 
in mind. The schoolmen and canonists readily ac- 
cepted this doctrine, but they never really understood 
the relation of demand to value. They recognized, 
however, the dependence of industry upon wants; but 
they considered wants to be only the needs of man's 
physical nature. Those of his intellectual and emo- 
tional nature they called desires and considered them to 
belong to a different category. Utility was that qualitv 
by which goods satisfy wants and was carefully distin- 
guished from the quality by which they satisfy desires, 
a mere pleasure-giving quality. Until these two COll- 

ceptions could be reduced to one general ideas until a 
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common element in both wants and desires could be 
perceived, and utility understood in a subjective sense, 
it was not possible to reach a conception of value as 
subjective. But the canonists made some advance in this 
direction wllen they admitted tllat the amount of value 
is affected by the strent,th of desires and included the 
pleasure >,iving, quality among the items to be con- 
sidered in estimating the true value. 

The dependence of value upon subjective utility, and 
hence the subjective nature of value, came to be more 
clearly recognized by later ecclesiastical writerx, and it 
was prominent in the views of writers on natural law 
like PuSendorf. It was roughly perceived by Davan- 
zati among empirical writers, and more clearly by Mon- 
tanari, who devoted several pages to showing that 
wants in the sen.se intended by Aristotle included also 
desires. This position was taken by Nicholas Barbon, 
who held the satisfying of desires to be but the supply- 
ing of the wants of the mind. He recognized both 
value and utility to be subjective. Value, he main- 
tained, depends upon the use of a thing for supplying 
wants wllich proceed mostly from the imagination. 
" The Mind changeth: the things grow out of use, and 
so lose their Value." 1 

These conceptions, occurring as they did in tlle dis- 
courses of but a few writers scattered over a long period, 
and by them set forth with great brevity, did not have 
much influence upon the common thought of the people. 
In this common thought, two kinds of value appeared: 
one an intrinsic quality of the thing, the other the 
quantity of it that catl be had for a fixed quantity of 
another thing given in exchange for it. The latter was 
usually spoken of as price. Both these conceptions 
were objective. But John Locke who belonged in this 
line of thought, recognized that there could be 

' A!nte p. 59. 
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no sucll thing as an objective intrinsic value. He 
distinguished between the " intrinsic natural worth 
of a thinb, the later value-in-use and the '4 mar- 
ketable value" of atly assigned quantity of the thing. 
His conception of the latter was objective; he described 
the causes to which it is due as purely external, that is 
as acting directly, not through the medium of the mind. 
In this position we have seen he was closely followed by 
Quesnay. But the minds of the psychological writers, 
Galiani, Turgot and Condillac were filled with the sub- 
jective idea of value, whicll in their writillgs reached full 
and clear expression. 

We have come llOW to the evolution of the conception 
of the causes which determine the amount of value the 
evolution of the law of value. The fundamental con- 
ception of the canonists was that the true or real value 
of anything is the value of the labor; that is, it is a fair 
comperlsation for the toil of the producer. The amount 
of this compensation was thought to depend upon the 
quality of the living customary in the class to which the 
producer belonged. It cou]d be known only by the gen- 
eral opinion of the community. The amount of a true 
value was then a quantity ethically determined and rested 
upon a judgment of what is fair to the producer. The 
canonists knew no law of value. The common estima- 
tion by the community of what a thing is worth, was the 
basis of the just price. This, they thought, could not be 
trusted to market conditions, but could only be ascer- 
tained by experts capable of interpreting this estimation. 
But with the increase of commerce and the complication 
of the economic system generally, the common estimation 
came to be, and was understood to be, more and more 
the product of elements quite diSerent from the concep- 
tion of a fair compensation; such as changes in the good- 
ness of the article, changes in the desires of the people, 
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special co1lditions as to want, a1ld the state of supply. 
Its interpretation therefore, which needed to tale into ac- 
count all these items, became a matter of increasingdiffi- 
culty. This just price itself,which was at first a single point, 
became a zone including a h1ghest, a lowest, and a middle 
just price. As prices which were tlle results of compet- 
ing forces would often fall within the limits of this zone, 
incleed would usually do so when the competition was 
equal, the canonists fi1lally admitted, as appears by 
Scaccia, tllat under 1lormal conditions the price of the 
market would be the just price. 

But in the meantime changes were going on. The 
social system of place atld service was giving way to 
one of contract and exchange. Nations were becoming 
conscious of their greatness, and commerce was looked 
upon as the irlstrument of national prosperity. Tlze im- 
portant question in regard to OU1- subject was no longer, 
what constitutes the true value or the just price, but 
what decides the market price of goods, orthe purchas- 
ing power of money? TIlis was see11 to be the action 
upon each other of two forces of wllich price is a result. 

With Montanari these forces were the quantity of goods 
atld the need of them, with Locke theywere the quan- 
tity and the vent or eSective demalld. The important 
point is that the co1lception of value, from being the es- 
teem in wllich a commodity ought to be held, an esteem 
the degree of which could be interpreted by experts 
only, had come to be its power in exchange. Hence, it 
is during this period rather than during that of the can- 
onists, that the Srst indications of a law of value are to be 
foutld. 

In the common thought of the period tlle old concep- 
tion ofthe "true value " remained as intrinsic value, which 
was tacitlyassulned to be equal to a proper recompense 
for costs. The real worth of anything was the trouble 
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in C05t to get it. 13eyond this, cost of production is 
scarcely connected with value until the last half of the 
seventeenth century, when Petty and Locke bring it 
again into prominence. Their work was the beginning 
of a deeper analysis of the law of value. 

During the next period the cultivation of the soil was 
held to be a better source of national prosperity tllan 
foreign commerce and thought turned from intermediate 
to ultimate causes of wealth. Those who were inclined 
to interpret the law of value mechanically held that 
while the temporary value in the marlet is the resultant 
of the counteraction of supply and demand, in the long 
run cost of production, by limiting both of these forces, 
is the perrnanent arbiter of value. They stated facts 
and relations, but gave little explanation of them. 
Their analysis of costs shows that they regarded causes 
as acting directly which could only act indirectly, and 
as simple and invariable which were in their nature most 
rrariable and complex. Thus needs and habits of the 
worker that determine his subsistence and the cost of 
production were to Cantillon and Quesnay simple, 
natural phenomena that could be easily estimated. The 
psycholobical writers, on the other hand, who attempted 
to describe the forces that oppose each other in deter- 
mininb value from internal causes found them to be 
complex and variable in a high degree. Their theory 
in brief was that these forces determine the y)ersonal 
valuations which are brought together in the market 
and compared, and that the market value and price is 
that upon which it is possible for the buyers and sellers 
to agree as a result of this comparison. Galiani and 
Condillac held the opposing forces in the primary con- 
test to be utility and scarcity, Turgot, utility and cost. 

That none of these earlier attempts to explain 
value are satisfactory is not to be wondered at when 
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we consider the complexity of the phenomena, and when 
we remember that more than a century and a quarter 
has passed and there is yet no formulation of the law of 
value, that has met with general approval. But on the 
other hand so much was dotle that there is scarcely any 
proposition of importance in the modern discussion of 
value which was not either stated or suggested by the 
writers of this first period of economic science, and which 
had not been discussed before Adam Smith made polit- 
ical economy a world study. 
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